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Ignoring the informal organization won‘t make it 
go away. But you can work with it productively. 
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If you want to raise output, here’s where 
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Management's rights under the contract depend largely 
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Vitality in Business 


By Frederick R. Kappel 


President, American Telephone and 
Telegraph Company 


A THAT GIVES A BUSINESS its vitality? Vital 
W veopie do. It is not to be found in 
things, machines, dollars, or material re 
sources of any kind. Vitality is something 
people demonstrate through sustained com- 
petence; through creative, venturesome drive; 
and through a strong feeling of ethical re- 
sponsibility, which means an inner need to 
do what is right and not just what one is re- 
quired to do. 

In an economy that is growing and chang- 
ing, we Cannot now describe or even imagine 
how the vitality we generate today will affect 
the future. But we may safely predict that 
if we can sustain and increase vitality in 
business leaders and in all business people. 
the society in which our children will live will 
be better, happier, and wiser. This is a goal 
worthy of our very best efforts 

from Vitality in a Business Enterprise 
(McGraw-Hill Book Company, Inc.) 


©) 1960, by the Trustees of Columbia University in the 
City of New York 
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ORGANIZATION 
that’s not on the chart 


. . . can be a powerful influence 
in your department. 


By Keith Davis 


Chairman, Department of Management 
Arizona State University 


N THE WALL of his office, a 
O manager had a formal organ- 
ization chart. It was a neat, logical 
chart, clearly showing the official 
lines of authority and communica- 
tion—surely, all a manager could 
ask for in the way of a graphic pic- 
ture of the organization. 

But in his desk drawer this man 
ager kept another organization 
chart—one he’d made himself. Al- 
though the same people were listed, 
the relationships were different, and 
communication lines took different 
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routes. And it wasn’t very neat— 
names had been crossed out, lines 
redrawn. 

Yet the manager consulted this 
homemade chart more often than 
he consulted the official version. 
It was his view of the “informal 
organization.” 

Like some other managers, this 
one could have pretended that the 
informal organization didn’t exist or 
hoped that it would go away. He 
could have tagged it as some kind 


of subversive secret society dedi- 





cated to making his life difficult— 
and tried to stamp it out. 

Instead, he accepted it as a fact of 
life and did everything he could to 
make it a positive force that could 
contribute to departmental morale 
and efficiency. 

It's inevitable 

The first step in learning to live 
with the informal organization is ac- 
cepting its inevitability. It's easy to 
see that people in a plant or office 
must be formally organized in order 
to get things done. Specialized work 
done by many different people must 
be coordinated to create a complete 
product or service. But where does 
the informal organization come in? 
Is it necessary, too, if things are to 
get done? 

Probably it is. Modern business 
and industry are too complex for 
every detail of work to be pre- 
scribed in advance. To some extent, 
productivity must depend on spon- 
taneous cooperation and coordina- 
tion through informal contacts and 
relationships. Also, the informal or- 
ganization can make less tangible, 
but equally valuable, contributions. 
Properly guided, it can help build 
teamwork, company loyalty, and 
the kind of motivation that makes 
people want to do their best. It may 
weld the group together more effec- 
tively than company policy and 
other formal tools of the organiza- 
tion. 

But—and this is significant for 
supervisors—the informal organiza- 


tion is not usually created for these 
purposes. Instead, it is born out of 
the need for certain social and emo- 
tional satisfactions. We're all social 
beings. We like the feeling of be- 
longing, of being accepted by others. 
Inevitably, we are pulled together 
by common interests, shared atti- 
tudes, or simply the need to be ac- 
cepted by the group we work with. 

To try to do away with the infor- 
mal organization is not only impos- 
sible, but also dangerous. Robbing 


employees of legitimate social satis- 


factions on the job would leave a 
vacuum which would be filled by 
resentment and low morale. This 
should be considered by the super- 
visor who thinks it would be easier 
to work only with the formal organi- 
zation. 

Of course, it’s not enough merely 
to accept the fact that informal 
groups are here to stay. Knowing 
what power they wield and how 
they operate will help you find the 
best ways to deal with them. 


You’re a member, too 


Your own role in informal groups 
will give you useful clues. Think 
how many times a day you partici- 
pate in social groups: at a coffee 
break, walking down the hall, at 
lunchtime. From the grapevine you 
may pick up a worth-while job sug- 
gestion or an amusing bit of gossip. 
And you have been transmitting on 
the grapevine, too. 

During the day, you probably 
play many roles, because you are a 
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part of many informal organiza- 
tions. In some you are a leader; in 
others, a follower. Your leadership 
in an informal group does not neces- 
sarily depend on your official posi- 
tion. It might be based on your per- 
sonality, your job knowledge, or 
your superior ability in the activity 
that holds the group together—like 
baseball or fishing. Your power, 


then, is informal, and you hold it 
only as long as the group permits 


you to. 
Your own experience in informal 
groups, then, gives you an idea of 
how they differ from formal organi- 
zations. They are less permanent 
and stable, for one thing. Their 
leaders and patterns of action 
change readily. They have no offi- 
cial standing—thus, they cannot be 
held responsible for harmful ac- 
tions nor Officially rewarded for 
helpful contributions. Yet their 
power is real: For example, an in- 
formal group may harass an em- 
ployee until he finally quits. 


How the grapevine works 

Every informal organization has 
its communications arm—the grape- 
vine. Familiar as it is, the grapevine 
in your company deserves 
first-hand study. 

Studies have shown that the 
grapevine seldom fits into the pat- 
tern of a long chain: A tells B, who 
tells C, who then tells D, and so on. 
Most grapevines actually follow a 
cluster pattern: A tells three or four 
selected others. Only one or two of 


some 


SUPERVISORY MANAGEMENT 


these receivers will pass on the in- 
formation, but each will tell more 
than one person. As the informa- 
tion gets older and more people 
know it, its transmission gradually 
dies out because those who receive 
the information don’t repeat it 


The key communicators 

What’s significant here is that 
only a few people are active com- 
municators of any particular bit of 
information. For example, a study 
showed that in a company that had 
a quality-control problem, 68 per 
cent of the managers knew about it, 
but only 20 per cent of them spread 
the information. In another case, 
when a manager planned to resign, 
81 per cent of the other managers 
knew about it, but only 11 per cent 
passed the news on to others. 

If this is the way the grapevine 
works, why not take steps to silence 
the key communicators? The an- 
swer is that the grapevine would 
still flourish. If you silence one com- 
municator, someone else will take 
his place. The reason: A grapevine 
is more a product of the situation 
than of the person. Although it’s 
true that some people are more ac- 
tive on the grapevine than others, 
the evidence is clear that given the 
proper situation and motivation, 
anyone may become an active com- 
municator. For example, in each of 
three successive surveys made in 
one group of 60 managers, the key 
communicators were different peo- 


ple. 
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Facts about Informal Organizations 
KNOWING HOW the informal organization works may help the 
supervisor work with it, to benefit the department and all the 
members of group. The informal organization: 
—Is less permanent and stable than the formal organization. 
—Has leaders and patterns of action that change frequently; 


both are highly sensitive. 


—Has no official standing; thus, it can’t be officially rewarded 
for helpful actions nor held responsible for harmful be- 


havior. 


—Exerts powerful social pressure on its members (and power- 


ful pressure on production). 


—Communicates through the grapevine. 


i tt 


If you can’t uproot it... 

Moreover, trying to eliminate the 
grapevine makes no more sense 
than throwing away a typewriter be- 
cause of a misspelled word. The 
grapevine is only an informal sys- 
tem of spreading information—it is 
not in itself responsible for the infor- 
mation vacuum which leads to un- 
founded rumors. 

Once the idea of uprooting the 
grapevine has been abandoned, the 
alternative is clear: to influence it 
for the benefit of the department’s 


goals. 


i « eae 


One of the supervisor’s most po- 
tent weapons for this purpose is pre- 
ventive action. False rumors can 
spread through the company with 
the speed and devastation of a sum- 
mer storm. This makes it difficult to 
kill a rumor once it’s started. It’s 


more effective to create a climate 
that will discourage false rumors 
from the beginning. 

Paradoxically, the grapevine 
thrives on a lack of real information. 
False rumors are usually wide- 
spread in low-morale groups that do 
not get enough accurate, complete 
facts from management. When peo- 
ple feel reasonably secure and un- 
derstand the things that matter to 
them, they have little cause to start 
rumors. 

Particularly during periods of 
change and insecurity—like an im- 
pending layoff or a switch to auto- 
mation—the grapevine will go into 
high gear unless employees are 
given the facts fully and frankly. 
Anything that happens to an indi- 
vidual in the department will also 
start the grapevine going. If Bill has 
an accident or Sam is to be pro- 
moted, people should know all the 
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TENDING THE GRAPEVINE 
[HE WAY YOU DEAL with the grapevine largely determines 
whether it will be an asset or a headache in your department. 


Here’s a guide: 


1. Accept the grapevine’s existence. 
2. Understand how the grapevine operates in your company. 
3. Prevent false rumors by supplying employees with all the 


information they should have. 


4. Get the facts fast to the key communicators on the grape- 


vine. 


5. If a rumor gets started, deal with it as soon as possible. 


6. Look for the reason behind the rumor, to get clues to em- 
ployee gripes and misconceptions. 


Ne ee i 


facts. When you tell them only half 
the story, you’re inviting them to 
imagine the worst about the other 
half. 

If you give them the full story 
—even when it’s bad news—there’s 
less chance for rumor to run wild. 


Give the facts 


If you find yourself reluctant to 
give employees the full facts about 
a situation, ask yourself why. You 
may feel that it’s to spare their feel- 
ings, but without knowing it you 
may actually be trying to protect 
yourself. Nobody wants to be the 
bearer of bad tidings, of course. But 
beyond that, you may be unwilling 
to face questions about the situation 
—which may be a sign that you 
have not thought it through and pur- 
sued all practical solutions and 
alternatives. 
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In conveying the facts to your 
employees, it’s particularly impor- 
tant to get them to the key commu- 
nicators. Although these people 
often vary from situation to situa- 
tion, rumors may travel consistently 
along certain routes. Try analyzing 
the personal contacts that take place 
during the course of the day. In one 
company, the chief grapevine link 
between two offices was a secretary 
in one office who went to the other 
office every day to pick up reports. 
In another company, the link was 
an accounting clerk who telephoned 
to another department every morn- 
ing to get cost data. The switchboard 
operator, obviously, is often the 
center of a communication net. 

Even in the best-managed com- 
panies, rumors are bound to get 
started once in a while. In some 
cases, the rumor may be too minor 





to bother correcting—but when it’s 
something important, deal with it as 
early as possible. Once a general 
rumor is accepted, other events are 
interpreted to fit in with it. Thus, if 
employees believe the rumor that 
the company is planning to move to 
a new building, every minor inci- 
dent—even an electrician’s coming 
to repair a plug—will be used to 
support the rumor. 


Some suggestions 

Whether you're trying to prevent 
a rumor or stop one that’s already 
been born, here are some useful 
suggestions, made by Studebaker- 
Packard Corporation: 

Contact higher levels of supervi- 
sion. Find out just what details can 
be made public. Discuss with the 
next line of management and your 
fellow managers the best approach 
to take. 

Get all your people together and 
explain the situation. If the news 
means that some people are going 
to be hurt, make sure that every- 
body understands why the decision 
was necessary. When the bad news 
affects only a few people, tell them 
privately before you tell the group. 

Never pass the buck. If there are 
questions you can’t answer accu- 
rately, don’t just guess or give the 
questioner the brush-off. Promise to 
get the information, and keep your 


word. 


Find the reason 

Once you've stopped a false ru- 
mor, don’t just forget about it. 
There’s a reason behind every ru- 
mor. 

By analyzing the rumor, you 
may get clues to employee gripes or 
misconceptions. Ask yourself: Why 
did that rumor get started? For ex- 
ample, if the grapevine says that 
Joe is quitting, it might mean that 
his fellow employees wish he would 
quit, or that he wishes he could quit, 
or that his wife is quitting her job 
and wants to move to another city 

and so on. 

One labor-relations director lis- 
tened carefully to what the grape- 
vine said management was planning 
to do about an impending strike. He 
knew the rumors were unfounded, 
because management had not de- 
cided on a course of action. But he 
listened because the rumors gave 
him some valuable insights into the 
way the workers felt about manage- 
ment. 

Since people are people, every 


supervisor is faced with the chal- 


lenge of learning to live with the or- 
ganization that’s not on the chart. 
First, he must accept its existence. 
Then, he should get to know its 
structure, its attitudes, its goals. Fi- 
nally, he should direct his efforts 
toward turning it into a positive 
force that will contribute to a pro- 
ductive, cooperative department. @ 





IT IS EASIER TO DO a job right than to explain why you didn’t. 


—MARTIN VAN BUREN 
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CONTROLLING 
LABOR COSTS 
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BUILDING 
ar / PRODUCTIVITY 


By John D. Staley 


Director of Industrial Relations 
Genesco 


Make the most of your available manpower! 


NE OF THE BEST means a man- 
O ager has to keep costs down 
where they belong is to keep pro- 
ductivity up—where it belongs. 
Building top productivity starts with 
wise selection—getting the right 
people in the right jobs. 

The next step is orientation— 
getting the new employee acquaint- 
ed with the company and the way 
your department does things, dur- 
ing his first days of employment. 

Orientation can be an ideal start- 
ing point for developing cost-con- 





This article was adapted from a new book, The Cost-Minded Manager, by 
1961, by the American Management Association. 


Staley 
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sciousness in the new employee. In 
his eagerness to learn, he will be 
especially receptive. He'll retain 
the facts about costs—if they are 
carefully prepared and well pre- 
sented. It is not necessary to de- 
velop elaborate 
economics, or complicated statistics. 
What is needed is that the 
employee understand the concepts 
of unit cost, of price, and of surplus. 
He needs to be made conscious of 
costs; and that’s the supervisor’s 
job. 


programs on 


most 


John D 





Many companies have formal 
orientation programs. They may use 
orientation booklets, company rule- 
books, imsurance-coverage pam- 
phlets, safety manuals and rule book- 
lets, plant tours, meetings with 
foremen, training classes and _lec- 
tures, movies and slides, and annual 
reports. 

The check list on page 11 suggests 
what the new employee should 
learn to help him get off to a good 
Start. 

The formal program must be fac- 
tual and realistic. It must also be 
followed up carefully by the super- 
visor. Otherwise, it will have little 
effect—or it may be supplanted by 
the informal process usually found 
in any group. 


The “informal program” 


Even the manager who does not 
have a formal program has an in- 
formal one going all the time. Any 
employee will approach a new job 
wanting information about the com- 
pany, the work, future possibilities, 
the people—and he'll get it some- 
how, even if the company doesn’t 
provide it.* This informal process 
does not require management or 
union backing or direction, and it 
is often far more potent than the 
formal one. 

Take the case of George Clai- 
borne. In the formal orientation 


For a discussion of uncharted channels 
of information, see The Organization 
That's Not on the Chart, on page 2 of 


this issue. 


program, he heard a safety lecture 
by the plant doctor and was issued 
a full set of protective gear for his 
new job. The doctor warned all the 
new people that safety equipment 
must be worn at all times in the 
shop. 

George reported to the plating 
baths at 10 a.M., clad in rubber 


smock, rubber boots, rubber gloves, 
safety goggles, and rubberized cap. 


“What're you going to do,” asked 


his group leader, “pilot a rocket?” 
George explained rather hesitantly 
about the safety equipment, to 
which the group leader replied that 
nobody could work with all that 
sweaty gear on. George removed 
the safety equipment, reflecting 
about the burn on the group lead- 
er’s arm and the holes in his cloth- 
ing. 

In the same way, managers them- 
selves have been known to scuttle 
the formal orientation program by 
their personal attitudes. It is sense- 
less for a supervisor to preach to 
new employees about cost control if 
he’s letting costs slip himself. 

Sometimes the informal and the 
formal programs are identical in 
objective. But more often, the or- 
ganization must redouble its efforts 
in the formal program (and espe- 
cially in following it up) to be sure 
that its effects are not counteracted 
by the informal one. 


Training 


When the new employee has gone 
through a period of orientation, his 
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training for the new job begins. But 
training doesn’t end with the new 
employee—it should be used when- 
ever it is needed to improve per- 
formance and build skills. 

The lack of an efficient program 
can result in unnecessary costs. Be- 
fore he embarks on a training pro- 
gram, therefore, the manager should 
consider the following questions: 

1. Who is going to train? If sen- 
ior employees are to train new op- 
erators, for example, they must be 
carefully taught how to go about it. 

2. Who will organize the pro- 
gram? If the details are set up by 
someone other than the supervisor 
—for instance, the training depart- 
ment—the supervisor should be 
sure that his department’s require- 
ments are filled. 

3. What are the objectives of the 
training program? If a specific skill 
is to be taught, for instance, what 
degree of skill is required, and how 
will it be measured? 

4. What will be taught? This de- 
pends on the goal, of course. But 
whatever the goal, training, like ev- 
ery other activity, requires a plan. 
What is taught can range all the 
way from an elementary introduc- 
tion to the use of a machine to an 
extension of skills on a machine 
the operator has already used. 

5. Where and when will the 
training take place? If it is to take 
place in the shop during working 
hours, the supervisor should pro- 
vide for equipment, trainers, and 
materials. He should also make 
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plans to keep normal operations 
going. 

6. How will the training be 
done? Of all the methods of train- 
ing possible, the best combination 
must be selected for the kind of ma- 
terial being taught. 


Problems to overcome 


Training is by no means an auto- 
matic process in which the teacher 
simply teaches and the learner sim- 
ply learns. The trainer must cope 
with some built-in problems. Habit, 
for example, plays a big part in 
training. Many a one-finger typist 
has worked hard to master the 
touch system, only to find, six 
months later, that he has reverted to 
the hunt-and-peck method. The op- 
erator who is trained in a new meth- 
od on Monday may have reverted 
to the older, more familiar way by 
Friday. With good training methods, 
however, habit can be used to the 
learner's advantage. 

Then there’s the problem of the 
trainer’s qualifications. For years it 


was common practice to place a 
new employee with an older, more 
experienced man, on the assump- 
tion that the older man was best 
able to teach the younger one the 
ropes. But frequently, the results 
were less than desirable. There was 


no assurance that the new man 
would learn the right way to do the 
job—r even that the veteran would 
teach the correct way, or that the 
training would be in any way com- 
plete. 








CHECK LIST FOR ORIENTATION 


DOES THE NEW MAN KNOW: 


What the department makes?—What the company 
makes?—-What its competitors make? 

The organization of the company? 

The names of leadmea and what they do? 

Why he was selected? 


His job duties and responsibilities 


Length of trial period and how performance is judged? 


How permanent his job will be? 
How he can get promoted? 
How he will be trained and by whom? 
What productivity is standard? 
Why costs are important? 
What unit costs are? 
His company rulebook? 
His union contract? 
The grievance procedure? 
The local union steward or delegate? 
Rate of pay, how calculated, when and where issued? 
Payroll deductions? 
Hours of work and shift schedules? 
Overtime systems and frequency? 
Insurance and other benefit programs?—How to apply 
for benefits? 
Transportation facilities to and from work?—Parking 
facilities? 
23. What entrance and time clock to use? 
24. Lunch and break periods? 
_25. Location of dispensary?—Lavatories?—Cafeteria?—His 
locker (and its number)? 
26. Tool-crib procedure? 
27. How to get parcel passes, pay advances, etc.? 
28. Employee activities and how to join? 
29. How to report off from work if he’s ill? 
30. Where to get information? 


31. When he can see you again to ask more questions? 
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rhe story is told of the old-timer 
who held up a micrometer for the 
apprentice to see. “Look,” he said, 
“that’s a hundredth of an inch.” He 
then adjusted the mike and said, 
“That’s a thousandth of an inch.” 
And, again, “That’s a ten- 
thousandth.” To which the appren- 
responded, “Gee, Pete, how 
many of them in an inch?” “Don't 
know,” said Pete, “but there must 
be a million of *em, 

What is needed to overcome the 
problems of training and improve 
the likelihood of success is a sys- 
tematic program: 1) The job must 
studied and a training plan es- 
2) The instructor must 
learn how to teach. 3) The super- 
visor must follow up carefully to 
see that the training has been effec- 
tive and stays effective. 

An effective program of selec- 
tion, orientation, and training does 
not in itself assure maximum con- 
trol of labor costs. Once the em- 
ployee is settled in his job, his be- 


once 


tice 


I guess.” 


be 


tablished. 


havior must be followed 


up. 


carefully 


Controlling absenteeism 
and tardiness 

One important factor to watch is 
his attendance. After all, you can't 
build productivity among employ- 
ees who aren't there. 

A survey by the Commerce and 
Industry Association of New York 
showed average absenteeism 
or 4 per cent (not 
mili- 


an 
rate of about 3 
including vacations, jury duty, 
or training, 
absence of more than thirty 
and company business trips). Wom- 
en were found to be absent a quar- 
ter to a third more frequently than 
men; 27 per cent of the men and 40 
per cent of the women were absent 
at least once a month. If a manager 
is interested in cutting costs, he may 
be surprised at the difference con- 
trolling absenteeism can make. 
It is not enough simply to tell an 
employee that he’s expected to ap- 


tary service leaves of 


days, 
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pear for work on time and to be 
there every day. His attendance rec- 
ords should be checked. Yet they 
are often overlooked—especially 
when they are kept in the personnel 
department, where, for all practical 
purposes, they may not be easily 
available. 

One way the supervisor can cor- 
rect this is to chart absences and 
tardiness on the wall of his office, 
where they show up like blips on a 
radarscope. For this purpose, a 
chart like the one on page 12 can 
be used. Just knowing that the rec- 
ord is being watched will stimulate 
the group to improve. 


Improving productivity 


When you know that all the mem- 
bers of your work group are prop- 
erly oriented and well trained for 
their jobs, and when absenteeism 
and tardiness are under control, you 


can then look to ways of improving 
productivity directly. Improvement, 
of course, has to be based on stand- 
ards or averages. It helps if you can 
visualize each operator’s perform- 
ance in relation to the standard. 

In a consumer-goods plant, a 
chart was drawn up showing the 
operators and their productivity. 
(See above). The people who 
consistently produced below 
age over a given period could be 
spotted immediately. The average 
(x) productivity was shown as a 
vertical broken line, while the In- 
formal Maximum Productivity 
(“IMP”) appeared as long vertical 
dashes. The IMP was the informal 
standard in the shop, above which 
only a few employees would go. 

The supervisor should keep ev- 
ery worker’s productivity at least 
up to the average and the IMP. 
(This will have the effect of grad- 


aver- 
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IMP). In every manufacturing area 
of any size, a few outstanding per- 
formers, for one reason or another, 
pay little attention to the IMP, pre- 
ferring to gain recognition, status, 
and security from superior per- 
formance rather than from group 
acceptance. The manager need not 
concentrate his production-boosting 
activities on these people: They are 
already performing well (see oper- 
ators 3, 6, 9, and 10 on the chart). 

On the other hand, the employees 
whose productivity falls well below 
the average and below the IMP 
deserve special attention. Any in- 
crease in the productivity of the 
substandard performers will raise 
the average productivity of the de- 
partment. In other words, that is 
where the supervisor’s efforts clear- 
ly show results. 

The supervisor should interview 
any operators who are doing sub- 
standard work, one by one. He 
should not threaten, but should of- 
fer to help iron out the problem. 

First, of course, he has to find out 
what the problem is. Suppose the 
operator says, “The machine doesn’t 
work right”; “the stock is bad”; 
“the materials handlers play fa- 
vorites”; “the inspectors don’t co- 
operate.” These may be perfectly 
valid problems that need correcting. 
(Though, if they are, they would 
be likely to affect the performance 
of the rest of the group, too.) But 
perhaps there are other reasons, 
which the employee doesn’t want to 


ually raising the average and the 
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discuss—or doesn’t even recognize. 

The supervisor can help by talk- 
ing the problem over, observing the 
operation, suggesting improvements, 
and asking for the employee’s sug- 
gestions. Some rotation from ma- 
chine to machine, line to line, or 
bench to bench may be all it takes 
to improve the situation. 

The supervisor should keep a 
record of each interview, including 
whatever steps have been taken. At 
the end of a reasonable period, he 
should interview the operator again, 
commenting on any change in the 
productivity rate. He should give 
the employee all the encourage- 
ment he can to continue improving. 


Suppose he doesn’t improve? 

If, after several corrective inter- 
views, there is no improvement, the 
supervisor should let the shop stew- 
ard know, and warn the operator 
that discipline will follow if he 
doesn’t improve. He should record 


this warning and send copies to the 
steward and the operator. 

The next step would be a formal 
written warning; if there is still no 


improvement, the foreman must 
take disciplinary action. He should 
be sure to follow the proper proce- 
dure, step by step. 

If, after the supervisor has made 
all possible attempts to help the em- 
ployee improve, the man still can- 
not or will not perform up to stand- 
ard, another problem arises. If 
management has made the mistake 
of allowing a substandard employee 





to continue in his job beyond the 
trial period, then management must 
be willing to bear the cost of re- 
training, rehabilitation, or reassign- 
ment. 

If the decision is made to termi- 
nate employment for cause, termi- 


fired without notice or without rea- 
son. 

This does not breed confidence 
in management. Therefore, the 
manager should make sure that ev- 
eryone understands the company’s 
termination procedure. 


The problem of nonproductive 
employees must be faced squarely, 
therefore often misunderstood— with a set of measurable, realistic, 
policy to ask the employee to pick and attainable standards of per- 
up his check and leave the com- formance. 
pany without delay. In many cases, When the supervisor follows up 
the reasons for this are sound: He effective selection, orientation, and 
might stir up discontent among training by efforts to control absent- 
other employees or antagonism eeism and tardiness and to raise 
among customers, or he might cause productivity, he will be running a 
truly efficient department. The re- 
sult is that he can cut excessive la- 
at their very roots. # 


nation should be handled carefully. 
It is a common—unwritten and 


product defects. 
Termination is usually preceded 
by warnings, counseling, and dis- — bor costs 


ciplinary measures; but if the other 
This is the second of three articles 


employees in the department are 
on controlling labor costs. Part 3, 


unaware of that, they may con- 
clude, when a colleague is missing 
on Monday morning, that he was 


coming next month, will discuss 
tools for work simplification and 


methods improvement. 


Auto Accidents in Younger Age Groups 


AT A RECENT MEETING of the American Medical Association, two 
Denver orthopedic surgeons reported that traffic accidents are the 
major cause of death for young people from 15 to 25 in the U.S. 
Each year, 42 per cent of the deaths in this age group are caused by 
automobile accidents. Pointing out that traffic accidents can be re- 
duced to about half in this age group by proper training, the sur- 


geons praised the driver-training courses now offered in some high 


schools. 

They made a strong plea for the universal use of seat belts in 
automobiles. “Your chances of avoiding injury or death in case of 
severe auto accidents are at least 40 per cent better if you are 
wearing seat belts,” they said. “Of the 38,000 people who died from 
auto accidents last year, almost 10,000 would be alive and well 
today if they had been wearing these life-saving devices.” 
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LABOR RELATIONS: 





MAKE THE 
IMPORTANT 
DECISIONS 


By Richard L. Schiffer 
Knigin & Eschen 


In your everyday activities, are you maintaining 
management's rights under the contract? 


HERE'S AN OLD STORY about a 

husband and wife who never 
said a cross word to each other in 
their married lives. When a friend 
asked for the magic formula, Mr. 
Smith explained that he and his 
wife had an understanding: As 
head of the household, he would 
make all the important decisions; 
his wife would make the minor 
ones. “For example,” he went on to 
say, “when it comes to deciding 
about a new house or a car, or the 
schools our children should attend, 
my wife has the final say.” The 
friend was taken aback; these 
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sounded like major decisions. “Oh 
no,” explained Mr. Smith, “I make 
the really important ones, like 
whether or not the United Nations 
should admit Communist China.” 

The first-line supervisor makes 
many of the same kinds of “minor” 
decisions that Mrs. Smith makes. 
Each day’s work involves decisions 
about the meaning of certain ccn- 
tract provisions, the rights and 
obligations of management and 
employees under the contract. Par- 
ticularly in grievance handling, a 
wrong decision often creates costly 
and hamstringing precedents. 





This means, of course, that the 
supervisor must understand the con- 
tract, and that he must follow his 
company’s instructions and policies 
on contract provisions. 

In the working situation, the su- 
pervisor acts for the company, and 
therefore has the company’s right 
initially to interpret and apply the 
contract—even if he misinterprets or 
misapplies it. 

Neither the union nor the em- 
ployees should engage in any 
form of work stoppage, but instead 
must challenge the company’s ac- 
tion according to the grievance ma- 
chinery. To do anything else would 
be a breach of the contract. In 
other words, the union must go 
along with the supervisor’s deter- 
mination—right or wrong—unless 
and until it is reversed at some 
stage of the grievance procedure, or 
is submitted to an impartial tribu- 
nal, such as arbitration. 

This gives the supervisor the 
right to act—subject only to the 
union’s right to demand review of 
the action it challenges. The union 
has the right to protest and appeal 
management’s action (for instance, 
assigning overtime to Bill instead of 
Joe, or promoting Frank instead of 
Tom), but it never has the right to 
challenge management’s right to act. 
This is a vitally important distinc- 
tion. 


The union’s job 


The union is in business to repre- 
sent its members, to champion their 


causes, just or unjust. It cannot say, 
for example, “You were right, Mr. 
Management, in re-evaluating the 
job and reducing the rate,” because 
the employees look to the union to 
protect and fight for them; if this 
union won’t, they will find one that 
will. The union plays the role of the 
attorney espousing his _ client's 
cause, not of the judge deciding 
right and wrong or the mediator 
trying to settle differences between 
the company and the employees. 
Unions have their internal politics 
—union officers can be voted out, 
and so can unions. Just as the com- 


pany must protect its competitive 


position, they, too, must protect 
theirs. 

These principles are the founda- 
tion of a union’s psychology. This 
explains its behavior and forms the 
basis for understanding and pre- 


dicting its moves. 


The supervisor’s job 


Broadly stated, the supervisor’s 
essential function in labor relations 
is to exercise his authority as a man- 
ager to achieve optimum operating 
flexibility and prevent abuse of em- 
ployee and union rights, benefits, 
and privileges. Let us consider 
some specific problems with which 
the supervisor must cope from day 
to day, and some concrete ap- 
proaches to them. 

As we have noted, it is man- 
agement’s responsibility—not the 
union’s—to interpret and apply 
contract clauses initially. If, for 


JULY, 1961 17 





example, the shop steward com- 
plains to the supervisor that, under 
their contract, Bill is entitled to holi- 
day pay, it is up to the supervisor to 
interpret the disputed clause and 
decide whether or not Bill gets paid. 
Of course,.the supervisor should 
consult his superiors if he’s in doubt. 

To give the benefit of the doubt to 
the employee could have serious re- 
percussions. In the first place, it 
may be the building block of a cost- 
ly or inefficient precedent. Second, 
if the point is later disputed, it fur- 
nishes convincing evidence that the 
company agreed with the union 
about what the clause was intended 
to mean. If, on a previous occasion, 
the company’s own agent saw it the 
way the union now claims it should 
be interpreted, how can an arbitrator 
deny the grievance? 

A sense of security 

The supervisor must give a sense 
of security to the people under him. 
He does this mainly by exercising 
his rights of leadership, maintaining 
proper standards of conduct, direct- 
ing and guiding his workforce, en- 
forcing plant rules, and administer- 
ing discipline. Someone must be 
boss, and if the supervisor does not 
measure up to it, he may find the 
shop steward running his depart- 
ment. 

Because of his responsibility, and 
the many difficult decisions he must 
make every day, the supervisor is 
often in doubt. But he cannot afford 
to remain in doubt, for doubt en- 
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genders insecurity in those who 
look to him for leadership. He 
should make an immediate decision 
if he can. If he must consult others, 
he should do so immediately and 
let his staff know that he will give 
them a decision as soon as possible. 


Raising grievances 


In properly managed companies, 
the employees or the union—not 
the company—should raise the griev- 


ance, with few exceptions. 

Look at it this way: A grievance 
is raised to protect or challenge a 
particular action. Unless the com- 
pany has abdicated its right to man- 
age, it is management—and not 
the union—that initially acts. 
Therefore, if management raises a 
grievance, it means that it is com- 
plaining about or protesting its own 
action or failure to act. This, of 
course, would be absurd. 

Suppose the supervisor orders 
Bill, a tool- and diemaker, to do 
general housecleaning. Bill 
argues that housecleaning is not 
part of his job, and that the order 
violates the contract. The super- 
visor replies that as he interprets 
the contract, it is part of Bill’s job. 
Bill then has to do the house- 
cleaning even though the contract 
clearly states, “Tool- and diemakers 
shall not be required to do house- 
cleaning.” His or the union’s reme- 
dy is to protest the supervisor’s 
action according to the grievance 


some 


procedure. 
Suppose Bill goes to his shop 





steward, who tells him not to do the 
housecleaning—and he does not do 
it. Should the supervisor raise a 
grievance? Should the company 
protest the fact that Bill refused to 
perform the assignment, and that 
the shop steward countermanded 
management’s order? 

The answer is “no” to both ques- 
tions. 


Some questions raised 


What further 
such a grievance raise? In the first 
place, it would raise the question of 
whether the union and the em- 
ployees had the right to manage the 
plant. Everyone, including the 
union, knows the answer to that. 
The second question would be 
whether or not Bill had the right to 
be insubordinate. Again, the an- 
swer is self-evident: He did not. He 
had to follow the order and grieve 
later. A third question would be 
whether or not the shop steward 
had the right to countermand the 
supervisor’s order. No one could 
seriously contend that he did. 

For the company to raise this 
grievance would be tantamount to 
arguing that the union and the em- 
ployees may run the plant, subject 


questions would 


only to review through the grievance 
machinery. 

The proper procedure would be 
to discipline Bill for insubordination 
and the shop steward for counter- 
manding management's order. This 
puts the supervisor back in the 
driver’s seat, and places the respon- 


sibility for raising a grievance where 
it belongs—with the employees and 


the union. 


Time limits and conditions 


In most cases, time limits on 
grievances also apply differently to 
the company and to the union. If the 
union or an employee fails to meet 
the time limit, the grievance can 
usually be denied on that ground. 

If, for example, the contract 
provides that the complaint must be 
made within five working days after 
the incident that caused it, and it is 
not made within that period, the su- 
pervisor has no alternative but to 
deny the grievance. He is not being 
tough: He is simply abiding by the 
contract. 

If the union fails to meet a time 
limit in taking a grievance to the 
next step, arbitrators hold that the 
grievance is settled according to the 
company’s last answer. On _ the 
other hand, if management fails to 
meet an answering time limit, that 
doesn’t mean that the grievance 
will be automatically granted— 
unless there is a provision to that ef- 
fect in the contract. 

Let’s say that the contract re- 
quires the supervisor to answer a 
grievance within two working days 
after it is submitted to him in writ- 
ing. A day, or a week, or a month 
after the two-day period has ex- 
pired, he realizes that his decision 
is overdue. Though he should have 
answered promptly, according to 
most contracts, the company does 
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not lose by default. When manage- 
ment fails to meet such a time limit, 
the union may either wait for the 
answer or proceed to the next step 
of the grievance machinery. 
“No contract authority’? 

In protesting a supervisor’s ac- 
tion, a smart shop steward may say, 
“What right had you to perform 
this act of managing?” This seems 
to give the supervisor the burden of 
showing some contractual authority 
to support his action. Many a super- 
visor, unable to find supporting 
contract language, has backed down 
from his position. 

But the informed supervisor 
knows that all management pre- 
rogatives that are not specifically 
relinquished are reserved for and 
vested in management—even with- 
out a “management’s-rights” clause. 
Therefore, he rebuts the steward’s 
claim of “no contract authority” 
simply by pointing out that the con- 
tract does not have to say he may 
perform an action—as long as it 
does not say he may not. 


Burden of proof 


In labor relations, the person 
who initiates action always has the 
burden of proving that his action 
did not violate the contract. There- 
fore, whenever the company exer- 
cises its right to manage by inter- 
preting and applying the contract, it 
must be prepared to show, if it is 
challenged, that it did not violate 
the contract. If, for example, the 
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company disciplines or discharge 
an employee, it must prove that the 
action was for just cause (or good 
and sufficient cause, or however the 
contract phrases it). 

There are three basic types of 
evidence by which management 
proves its case: 1) direct evidence 
—testimony given by witnesses; 2) 
real evidence—the defective work, 
the damaged tool or machine; and 
3) circumstantial 
from 


evidence—evi- 
dence drawn surrounding 
facts. 

Most supervisors are familiar 
with direct and real evidence, but 
many fail to appreciate that cir- 
cumstantial evidence is good evi- 
dence and is often enough to carry 
the company’s burden of proving 
its case. 

If circumstantial evidence is to be 
used, two requirements must be 
satisfied. The first we may call the 
positive one: All the facts, circum- 
stances, and reasonable conclusions 
point to the accused as the guilty 
party. The other side may be called 
the negative one: All the facts, cir- 
cumstances, and reasonable con- 
clusions exclude everyone else as 
the guilty party. 


Directing the workforce 


The great majority of orders a 
supervisor hands out every day are 
clearly within the scope of his job 
function. For orders he is not sure 
he has the right to give, he should 
apply the following test: 

1. Is the employee directly re- 





PIVOT MAN 


fHE SUPERVISOR PLAYS a varied role in labor relations: To the 
workers under him, he represents management’s labor-relations 
policies. He is the key man in the grievance procedure. And he 
can be a valuable source of ideas when the company starts pre- 
paring for its next encounter at the bargaining table. 

To perform his role effectively, he must make day-to-day 
decisions guided by knowledge of the company’s over-all labor- 
relations picture and of the complexities of dealing with a union. 
He must be well informed about current happenings in the labor 
relations of both the company and the industry. And he must 
understand the mechanics of arbitration and contract negotia- 


tions. 


JAMES J. BAMBRICK 


Assistant Manager of Labor Relations, 
The Standard Oil Company (Ohio) 


in PERSONNEI 


sponsible to you—or to another 
supervisor? 

2. Is the action you want him to 
perform related to any of his job 
obligations? 

3. Has he (or another employee 
in a similar position) been required 
to perform the same or a compar- 
able action in the past? If so, did the 
order stick, or was it rescinded or 
reversed? 

4. If the order is not clearly in 
line with your job functions or the 
employee’s, is performing it reason- 
ably necessary to meet or alleviate 
a production, personnel, or operat- 
ing problem? 

5. Would the employee run a 
risk of harm or injury not called for 
by the nature of his job? 


6. Does your order violate the 
contract—or an established past 
practice? 

7. In following your order, would 
the employee be required to com- 
mit an unlawful or improper act? 

8. If it should turn out that your 
order did, in fact, violate the con- 
tract, would money damages com- 
pensate him adequately? 

If the contract does not contain a 
grievance procedure, the union 
could challenge the propriety of the 
order right then and there. But if it 
does, the employee must follow the 
command and _ then 
supervisor 's 
order contract—un- 
less: 1) it subjects the employee to 
risk of bodily harm not called for by 


supervisor's 
grieve—even if the 
violates the 
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the nature of his job; or 2) it calls 
for an unlawful or improper act; or 
3) money damages would not ade- 
quately compensate him. 


The supervisor's role 

A supervisor can go too far in try- 
ing to get along with his subordi- 
nates. If, in a elese question of con- 
tract interpretation, he makes a habit 
of giving his subordinates the 
benefit of the doubt; if he tries 
to be one of the boys instead of a 
boss; if he manages as if he were up 


for election by his work group in- 
stead of managing in the best inter- 
ests of his company, his “psycholo- 
gy” is bound to backfire. 

He may find himself being led— 
not leading; being considered weak 
—not respected; and, in the long 
run, neither getting along with his 
subordinates nor benefiting the 
company. Just as the employees and 
the union must uphold their rights 
as defined by the contract, the su- 
pervisor must uphold the rights of 
management. 


“IT Just Can’t Seem to Lose Weight” 


FOR YEARS, FAT PEOPLE have been saying, “Everything I eat turns to 
fat,” “It runs in the family” or “It’s all in my glands”—and their 
doctors have been dismissing these complaints as alibis. But accord- 
ing to Dr. William Parson of the University of Virginia, a leading 
researcher on obesity, there may be considerable truth in the alibis 

and this may be the reason that so many fat people, under cur- 
rent methods of treatment, don’t lose weight, or lose it and regain 
it after a time. 

Speaking before the Association of Life Insurance Medical Di- 
rectors of America, Dr. Parson described experiments with animals 
that indicated: 

1) Disorders of the hypothalamus (part of the brain) can disturb 
the “homeostatic pattern of response” that regulates feeding in 
healthier animals. In other words, the animal with a damaged hy- 
pothalamus feels hungry even when it does not need food. 

2) Hereditary obesity exists in mice. Obese mice show a definite 
tendency to hold on to body fat even when they are starving, and 
they tend to turn food into fat faster than ordinary mice. It may 
well be, Dr. Parson said, that some overweight people have similar 
tendencies. 

What to do about it? Several experimenters are trying to find an 
answer. The way to lose weight is still to eat less—but there’s no 
sure-fire formula for getting fat people to do this on a long-term 
basis. 
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By Morris Stone 
Editorial Director 


American Arbitration Association 


The Two-Timer 


ing for your brother-in-law’s mov- 
ing-and-storage company,” the fore- 


VER A PERIOD of years, Dave 
Fuller, a truck driver for a 
meat-packing company, had _ be- 
come the number-one absentee 
problem. Most of the time, his ex- 
cuse was on the doubtful side, and 
the foreman began to suspect that he 
was doing work for someone else. 
One day during the winter of 
1960, the suspicion became a cer- 
tainty. Dave had called in sick, but 
a company executive saw him later 
in the afternoon driving a truck that 
belonged to another firm. Dave was 
given a three-day layoff, and the 
foreman undertook an investigation 
to determine all the facts. 

Two weeks later, 
called in and confronted with the 
findings. “You have been faking 
illness every now and then and work- 


Dave was 


man said. “For that you're being 
fired here and now.” 

The case against Dave was so 
good the foreman couldn’t imagine 
that the union would make an issue 
of it. But that’s exactly what the 
union did. The grievance was 
brought to arbitration mostly on the 
union’s contention that the dis- 
charge involved “double jeopardy” 
—two punishments for the same of- 
fense. 

Top management, backing up 
the foreman, insisted that the three- 
day layoff was a proper punishment 
when Dave was merely suspected 
of wrongdoing, but that when the 
suspicion was confirmed, this con- 
stituted just cause for discharge. 


How would you decide this case? 


For the union? 
For the company? 


Compromise? If so, how? 
The arbitrator’s decision is given on page 64. 
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PAPERWORK 
PILES 
UP 


- - - and how you can get rid of 
unnecessary records. 





By A. H. Saidel 


Chicago Ordnance District 
Department of the Army 


APERWORK Is the preparation, analysis, sorting, and filing 
Pa forms, records, and reports. Preparation includes copy- 
ing, checking, and calculating. The sheer bulk and 
complexity of paperwork can slow down an office and con- 
fuse the staff. It is easier to complain about excessive paper- 
work than to eliminate it, but an understanding of common 
causes may point the way to improvements in some cases. 


Some causes 

Here are some causes: 

Poor supervision. Forms and records build up without the 
supervisor's knowledge. 

Poor detailed planning. Detailed paperwork is left to take 
care of itself. As a result, the indirect effects of new processes 
on documents are not noticed, and the absolute minimum of 
forms and records required for a job (and of information 
about them) is not calculated. 

Failure to count the cost of clerical procedures in relation 
to the benefits. This applies particularly to procedures de- 
signed as checks or meant to assure the last degree of accu- 
racy. 

Weaknesses in official records or documents lead to the 
creation of unofficial ones, or of separate official ones. 

The purposes of procedures are forgotten—and papers are 
retained after the need for them has disappeared. 

Temporary records tend to be perpetuated. 

Defense records are created merely to provide evidence 





Excerpted with permission from the Chicago Ordnance District Management Bulletin. 
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that the holder of the records is not 
to blame for any mistakes. 

Empire building. Clerical work is 
easy to develop and expand. The 
easiest way to construct a self-con- 
tained empire is to build within your 
own territory all the records required 
to do your job, so that you never use 
outside sources for information or 
help. 

Emergency situation. Available 
information is not used in an emer- 
gency. Instead, duplicate data is 
gathered for the purpose. 


What to do about it 
Here are some suggestions for 
eliminating unnecessary paperwork: 
1. Develop a program of forms 
control based on need, format, and 





extent of use, and continually re- 
view existing forms. 

2. Control reports—watch the 
initiation, revision, and discontinu- 
ance of reports, according to a pre- 
scribed procedure for accomplish- 
ing stated objectives. 

3. Try procedure analysis—the 
scientific method of selecting or de- 
signing a preferable paperwork rou- 
tine. 

Practice records management 
—..: ‘rol the creation of records by 
insuring that important policies and 
decisions are recorded adequately, 
and routine papers and unnecessary 
files are kept to a minimum; organ- 
ize and preserve records of continu- 
ing value; and dispose of records 
that are no longer current. @ 





Can You Delegate Several Jobs at Once? 
WHEN YOU DELEGATE WORK, you need to know how big an assign- 
ment the employee can absorb. Should you give him just part of 
the job, or can you delegate several jobs to him at once? 

Most people thrive on a multiple assignment, especially if they 
can choose which job to work on at any given time. A multiple 
assignment gives them variety, and allows them to go from one 
task to another if they hit a temporarily unsolvable problem. 

Multiple assignments should be delegated one at a time. Delegating 
several jobs at once tends to confuse the worker. 


ERNEST SCHLEUSENER 
The IMC Bulletin 


(National Council of Industrial Management Clubs) 
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PART FOUR 


TARGET 


Seen! 


FOR 
TOMORROW 





By James Menzies Black 


You don’t need a crystal ball 
to make long-range plans that work. 


NDREW CARNEGIE paid Charles 
Schwab $1,000,000 a year. 

“What do you want me to do?” 
asked Schwab when he saw the 
plush offices provided for him. 

“Sit here and think,” was the re- 
ply, “and when you have ideas, tell 
us about them.” 

Carnegie was willing to spend a 
fortune annually to get the services 
of a brilliant planner. 


Anticipate the future 


Although few salaries approach 
the proportions of a fortune, plan- 
ning is still a vital part of manage- 
ment. From the company president 
trying to keep his organization com- 
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petitive to the line supervisor fig- 
uring out how to meet a heavier 
production schedule nexi week, skill 
in anticipating the future and in 
planning to meet it determines suc- 
cess in management. The govern- 
ment, the company, or the individ- 
ual who does not plan wisely for the 
future invites failure. 

It has been recommended that 
every manager spend at least 38 
per cent of his time in planning to 
handle immediate problems; 40 per 
cent on next week’s; 15 per cent on 
those that are a month away; 5 per 
cent on the ones six months in the 
future; and 2 per cent on those you 
can expect next year. 





This prescription is only a rule of | elements as that of the company 
thumb, however. There is no set president. The difference is that 
formula for determining the number —_— your outlook need not be as long 
of hours you should devote to plan- — range, because your responsibility is 
ning. That depends on your job, not as comprehensive or as detailed. 
your responsibility, and your au- If top management fails to plan ef- 
thority. fectively, it may fall behind in the 

: quality of its product or service. This 
Planning at every level could cost the company millions of 

The man who never looks beyond _—_dollars—perhaps, even, its exist- 
the present—regardless of his level ence. 
in management—is always impro- If you forget to inspect machines 
vising and is constantly faced with and fail to plan for maintenance, 
emergencies. His subordinates may your error may cause only the loss 
distrust his ability and lose faith in of part of a day’s production. Per- 
his leadership. haps it will be overlooked. But your 

“But,” you may say, “I’m only an superior may think, despite all ex- 
assistant. My boss does the plan- — cuses, that you lack the capacity for 
ning. I carry out his directions. | leadership. He may size you up this 
don’t have the authority to plan.” way: “He’s all right in carrying out 

But there you’re wrong. Suppose — orders, but at organizing, adminis- 
you have just been appointed fore- tering, directing—all of which take 
man of a section in a manufacturing planning—he misses the boat.” 
department, and you supervise five 
punch-press operators. You see that 
they get the most out of working The General Electric Company 
time and make sure that material is has outlined its philosophy of man- 
available so there will be no delays. | agement development and described 
You check machines to see that the planning it has undertaken to 
they are in good working order, plan help supervisors in their own devel- 
schedules so that the operators can opment. GE—and many other com- 
train employees to work effectively. panies—believe: 

You keep an eye on housekeeping e@ The initiative for self-develop- 
because you know that crowded ment must come from the individ- 
aisles, cluttered workbenches, and ual, since no one can make him 
poorly stored material cut down on improve himself. This means you’ve 
working space. got to chart your future course 


One company’s philosophy 


Your planning job has the same yourself. 





This article was adapted from a chapter of a new book, Assignment: Management, by 
James Menzies Black. © 1961, by Prentice-Hall, Inc., Englewood Cliffs, N.J. 
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@ The climate for managerial 
growth is the function, not only of 
the company, but especially of each 
manager, who must set the tone and 
show the way. You must plan to de- 
velop your own ability—and to help 


your subordinates achieve their full 


potential. 

@ Manpower planning is an im- 
portant responsibility of every man- 
ager. Every manager, regardless of 
his status, must learn to determine 
how many and what kind of people 
he will need and how they should 
be trained. This is organizational 
planning. 

You must train a competitive 
working group and coach younger 
men to take the places of your key 
subordinates when they move on to 
higher positions. 

Managers of tomorrow will be 
better and more broadly educated 
than their predecessors. Therefore, 
educational opportunities are of- 
fered in many companies, and man- 
agers are encouraged to take outside 
courses. 

Even if your company does not 
provide this educational opportu- 
nity, there is nothing to prevent you 
from taking courses on your own. 


What it takes 

Your competence in planning 
depends on four abilities. 

1) You must have a thorough 
technical knowledge of your assign- 
ment. This enables you to know 
what facts to assemble; how to ana- 
lyze them; and how, on the basis of 
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What It Takes to Plan Ahead 


1. Thorough _ technical 
edge of your job (including 
what facts to get, how to an- 
alyze them, how to plan a 


knowl- 


program of action). 

Ability to allow for the un- 
expected. 
Awareness of subordinates’ 
capabilities and how they fit 
into your plans. 

Ability to 
the plan; flexibility to change 
plans when necessary. 


improvise within 


COCO 


your analysis, to plan a program of 
action. 

2) You must know how to allow 
for the unexpected. Obviously, plan- 
ning would be a comparatively sim- 
ple matter if there were no unknown 
factors—but there are. 

An office manager had an impor- 
tant rush job of getting 2,000 an- 
nouncements in the mail. The tim- 
ing of these announcements was of 
vital importance to the company. 
But a thunderstorm cut off all power 
in the office, which was equipped 
with electric typewriters. Work came 
to a halt. 

“Don’t 
manager to his agitated superior, 
“I have arranged for enough stand- 
ard typewriters to finish the job. 
They will be here in ten minutes.” 

“How on earth did you happen to 
borrow those standard typewriters?” 


worry,” said the office 





asked his superior later. “Did you 
expect a power failure?” 

“Of course not,” was the reply. 
“I only figured what might happen 
and prepared for it. I allowed myself 
some room by putting two more 
people on the job than were actually 
needed. I was ahead of schedule, 
and had time to spare for setting up 
those standard machines.” 

Such elaborate —_ backstopping 
would have been too costly for an 
ordinary situation. But in this situa- 
tion it was justified. 

3) You must know the capabil- 
ities of your subordinates, and base 
vour planning on their abilities. 

General Robert E. Lee learned 
that early in the Civil War. At the 
battle of Malvern Hill, his strategy 
was based on an elaborate maneuver. 
The various divisions of his army 
were to arrive at a predesignated 
spot and strike a concentrated blow. 
But many of subordinates 
were new at their jobs and unaccus- 
tomed to working with each other. 
Some divisions failed to arrive on 


Lee’s 


time; some commanders were not 
quite sure what they were expected 
to do. 

As a result, the attack was piece- 
meal. There was nothing wrong with 
Lee’s plan. It was brilliantly con- 


ceived, but, as he admitted, it was 
too complicated. It made demands 
on the talent of his lieutenants that 
they were incapable of fulfilling. 
After that, General Lee kept his 
planning simple. 

4) You must know how to im- 
provise within the framework of 
your plan. Many people tend to be- 
lieve that the patterns of the past 
provide a hard-and-fast indication of 
what is to come. As a result, they 
are bound by their own rigidity of 
thinking. 

If you have worked out a program 
to accomplish an objective and have 
put it into operation, don’t be bound 
by it if you see a better way to get 
the job done. 

A New York insurance salesman 
wanted a certain trucking account 
and had planned to get an interview 
with the president of the company. 
Then, on a commuting train, he rec- 
ognized the company president, who 
was sitting across the table from 
him in the lounge car. The salesman 
steered the conversation to insur- 
ance and discovered that the presi- 
dent was dissatisfied with his present 
broker. Forgetting his original plan 
for an interview, he seized the op- 
portunity and closed the deal on the 
spot. 


TEST FOR LONG-RANGE PLANNING 


Long-range planning is a continuous process. Answering the 
following questions will help you analyze your organizational 
set-up and measure the soundness of your planning. If you can 
answer “yes” to at least 12 of the following questions, your 
long-range planning is probably excellent. If you score less than 
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, It’s time to take stock of yourself. You are improvising— 
if improvisation becomes a habit, you’re in for trouble. 
Have I inventoried my workforce to discover what primary 
and secondary skills employees have? 

YES No 
Do I keep tabs on outside courses employees might take to 
improve their skills or advance their knowledge, and en- 
courage and advise them in these projects? 

YES No 
What about my own development? Do I attend seminars and 
conferences, read trade magazines, or take courses that will 
help me learn more about my job today and the job I want 
tomorrow? 

YES————- No——_——_- 
Have I reviewed the hiring program lately to make sure that 
new people coming into my work group have the potential 
to do more highly skilled jobs than their present ones? 

YES No 
Have I analyzed my training program to see if it is helping 
employees develop a greater variety of skills and greater 
flexibility in different work assignments? (Job rotation may 
be useful in a program of this kind.) 

YES .No 
Do I systematically appraise employees’ performance so that 
[ can not only identify those with promotion possibilities, but 
also help all my subordinates improve their work habits? 

YES No 
Do I keep close check on labor turnover—particularly the 
turnover of men in key jobs? 

YES No 


Do I keep employees fully informed about all technological 
changes in the department and the effect of those changes on 
their jobs? 


YES No 
Do my records give me the information I need to control in- 
dividual and group productivity, costs, waste? 
YES No 
Do I conduct periodic surveys to determine future replace- 
ment needs? 
YES No 
11. If my superior asked me to give him an estimate of employ- 
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ment requirements for the year ahead, could I do it ac- 
curately? 

YES _No 
Do I check to see whether employees’ wages are in line with 
those in other departments? 


YES . No 
Do I constantly study departmental operations and look for 
ways to improve efficiency? 


YES No 
Am I alert and positive in communicating the information 
employees should have about various phases of the com- 
pany’s operations—and do I communicate in time? 

YES No 


This is the final article in Assignment Management, a 
four-part series beginning in the March issue of SM. 





“We're just one great big happy family here, and it’s got to stop.” 


from Thimk, ed. by Charles Preston. 
A Gold Medal book, Fawcett Publications, Inc., 25¢. 
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LET’S 
GET DOWN T0 
CASES 


Every month, SM presents true stories of problems supervisors 
have faced. How would you solve them? 
You might discuss the case with a group of people— 
fellow supervisors, family, friends. 
Each person, you'll find, has his own way of looking at the problem. 


The Fair-Haired Boy 


IL PLATT has read all the books 
G about management develop- 
ment. He believes strongly in dele- 
gation and in promotion from within; 
he tries to pick promising subor- 
dinates and to coach them for 
advancement. 

Gil has two good reasons for this 
policy: In the first place, he genu- 
inely likes to help people; in the 
second place, he would like to move 
from his present job of chief ac- 
countant of Magaw Manufacturing 
to that of comptroller when the 
present comptroller retires. 

When Gil hired Barry Jackson as 
accounting supervisor a year ago, 
he believed he had the very man he 
was looking for. Gil has _ been 
grooming Barry to take over most of 
the details of the accounting job, so 
that he will have more time: for 
planning and methods improve- 
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ments, and for familiarizing himself 
with company affairs. 

Barry leaped at the opportunity. 
He soaked up the training, and 
gladly accepted every responsibility 
offered to him. Gil did hear some 
complaints through the grapevine 
about Barry’s “arrogance” and “ag- 
gressiveness,’ but he put these 
down to jealousy. With him, Barry 
was always respectful, and from 
time to time he expressed his grati- 
tude for the chances he got to prove 
himself. 

One duty that Gil has delegated 
to Barry is the handling of accounts 
payable. 

This morning, the comptroller 
came into Gil’s office with a sheaf 
of paid bills. “Did you take a look 
at these before you O.K.’d them?” 
he asked. 

“Well, no, I didn’t check them 





out personally. But they have been 
checked out, of course.” 

“Is that so? Well, how come this 
bill has been paid without a pur- 
chase order? And here’s one for 
over $600 that has only half the re- 
ceiving slips attached. There’s no 
evidence of price verification on this 
one. Here’s another one, three 
months old, with a questioned item 
that was supposed to be adjusted on 
a later bill—but there’s nothing in 
the records to show any adjustment. 
Now these bills may all be O.K.; 
but, you know, Gil, it’s against our 
policy to pay bills without proper 
documentation.” 

Gil was appalled. He had in- 


structed all his people, including 
Barry, never to pass a substantial 
bill without all the supporting docu- 
ments unless he had examined it 
and given it his personal O.K. 

Barry was out, so he talked to 
Barry’s assistant, Nancy Hayes—a 
long-time employee. 

“IT know, Mr. Platt,” Nancy said. 
“And I’ve been upset about it. But 
you know how the department 
heads always put on pressure to get 
those bills paid fast—and Mr. Jack- 
son goes along with them. When I 
objected, he said, “You might as 
well learn to do it my way, because 
I’m the one who’s in charge of this 
job now.’” 


Consider these questions—and ask your own: 


. What should Gil do next? 


. What do you think has been Gil’s principal mistake? 


. What was missing in Gil’s method of delegation? 


Is Gil in any way responsible for Barry’s attitude toward his 
job, and for his approach to his subordinates? If so, how? 


. Why do you think Nancy didn’t talk to Gil sooner? 
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Readers Discuss @-J},, B® Cases 





Here are readers’ discussions of May’s case. 

A copy of Leadership on the Job, AMA’s handbook 
for supervisors, has been awarded to each of this 
month’s contributors. 











Romance on the Rocks 
(May, page 35) 
Case synopsis: 

Service has been slow at lunchtime in the executive dining 
room at Salco Steel ever since last Monday because the short- 
order cook, Sandy Carr, hasn’t been keeping up with orders. 
Harry Michaels, the supervisor, heard through the grapevine that 
Sandy and the salad girl, Mary O’Brien, had a fight over the 
weekend and broke their engagement. The previously friendly 
atmosphere in the kitchen has been replaced by tension; some 
employees have been taking sides. 

In the middle of the lunch rush today, Harry discovered that 
Sandy’s order spike was again piled high and that he was scour- 
ing his grill. Harry got the ball rolling again within 15 minutes, 
but a few people left without lunch, and others expressed 
annoyance. 

This afternoon, Al Novick, the mill superintendent, called 
Harry on the carpet. Al said “I can’t tell you how to run the 
dining room—but we can’t afford two-hour lunches.” 


Al's fault, too 

HARRY IS OBVIOUSLY not used to 
stepping into a situation and clear- 
ing it up. Why didn’t he nip the 
problem in the bud on Monday? 

Al Novick is as guilty as Harry. 
Although he says he cannot tell 
Harry how to run his job, he should 
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at least be willing to discuss it and 
help Harry out of his tight spot. 
Harry should have a_heart-to- 
heart talk with Mary and Sandy— 
separately at first, and then together. 
He should explain the problem, 
and point out that delays and care- 
lessness must stop. If this approach 





fails, he must transfer either Mary 
or Sandy to another place. 

I doubt that Harry would be suc- 
cessful in trying to patch up the 
lovers’ personal problems. The situ- 
ation has gone on too long, and it 
seems to be affecting the whole de- 
partment. 

—L.J. BANDIERA 
Works Engineer, Aluminum Com- 
pany of Canada, Limited, Kitimat, 
British Columbia 


Ready to help 


HARRY SHOULD have talked to 
Sandy to find out what had hap- 
pened. If Sandy wouldn't cooper- 
ate, Harry should have told him 
that his poor performance could not 
be tolerated; he should also have 
reminded him that he was ready to 
help in any way he could. 


Harry should talk to the kitchen 
and dining-room staff. He should 
tell them that he would appreciate 
their helping out when a worker 
runs into rush-hour trouble. 

—HELEN GOT! 
Forelady, Ansco, Binghamton, N. Y. 


Increase in short orders? 


HARRY MUST TALK with Sandy, re- 
view the problem, and take steps to 
correct it. He should determine 
whether or not there has been a 
significant increase in short orders. 
If there has, he may assign extra 
help to Sandy. 

If Sandy mentions his personal 
problem, Harry should not get in- 


volved. He should listen, and em- 


phasize that personal problems be- 


come a concern of management 
only when they affect the job. 





has faced. 


VISORY MANAGEMENT, 


than July 31. 





Send in your opinions on this month’s case, 
tion in SUPERVISORY MANAGEMENT. Or send a case of your 
own—a tough situation either you or a supervisor vou know 


American 
1515 Broadway, New York 36, N. Y. 
Letters on this month’s case should be postmarked no later 


WHAT’S YOUR OPINION? 
YOU CAN WIN A BOOK! 


for publica- 


If your comment or case is accepted for publication, you will 
receive an award: a copy of Leadership on the Job, AMA’s 
300-page handbook for supervisors. 

Send your contribution to Let's Get Down To Cases, SUPER- 


Management Association, 
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Harry must review organization, 
job assignments, and the perform- 
ance of key people. There seem to 
be weaknesses that need to be cor- 
rected to provide good service in 
emergencies. 

—HAROLDC. JOHNSON, JR. 

Group Accounting Supervisor, Home 
Life Insurance Company, New York, 
New York 


Work with Sandy 


HARRY SHOULD POINT out how much 
Sandy’s emotional problem is af- 
fecting his work. Harry should work 
with Sandy for a couple of lunch 
hours to insure proper service. By 
being sympathetic, he will ease San- 
dy’s tension. 

Harry might be able to help 


Mary and Sandy with their personal 
problem by talking with them sep- 


arately. He should, at least, explain 
that the entire operation has been 
affected. 
—LARRY RAINOSEK 
\ssistant Manager, Holiday House 
#2, Austin, Texas 
No preventive maintenance 


IN MANY RESPECTS, Harry is at 
fault. He has neglected to stress the 
importance of teamwork and to 
provide a kind of preventive main- 
tenance: the proper training of em- 
ployees. 

Harry could have avoided the 
situation if he had assigned each 
employee an additional station in 
case of emergency. Then, too, he 
should have emphasized that per- 
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sonal problems must be kept away 
from work. 

The important thing now is to get 
tomorrow’s meals served on time. 
Harry should get ready by assign- 
ing each employee an extra task. 
This would make the importance of 
teamwork clear to everybody. 

—JAMES S. PARKER 
Inspector, Retail Credit Company, 
Inc., Boston, Massachusetts 


Step in right away 


HARRY WAS EVIDENTLY not fulfill- 
ing his job as supervisor. When he 
first noticed the foul-up in service, 
he should have had a serious dis- 
cussion with Sandy. 

Ordinarily, a supervisor shouldn’t 
meddle in the personal problems of 
his workers, but in this case, a per- 
sonal squabble was affecting work, 
and Harry should have taken im- 
mediate action. 

—JOsEPH A. CONDON 
Manager, Membership Department, 
Auto Club of Southern California, 
Los Angeles, California 


An emergency plan 


HARRY SHOULD FIRST work out an 
emergency plan to provide Sandy 
with temporary help when his or- 
ders pile up. He should call a meet- 
ing to explain the plan and ask for 
comments and suggestions for pro- 
viding better service. 

Harry should then have a private 
discussion with Sandy about keep- 
ing up with the short orders. Unless 
Sandy mentions his personal prob- 





lem as a factor contributing to his 
poor production, Harry should not 
try to help him solve it. He should, 
however, make sure that Sandy un- 
derstands that it is his responsibility 
to keep up with the short orders. 

—GEORGE HOLLINS 
Supervisor, Office Services, The 
Hydro-Electric Power Commission 
of Ontario, Scarboro, Ont., Canada 


Don’t get involved 


IF A TALK WITH SANDY did not cor- 
rect the situation, Harry 
have given Sandy some help until 
the emotional shock wore off. He 
should also have told Sandy and 
Mary that their personal feelings 
should not interfere with their work- 
ing together harmoniously. 

He should caution all employees 
not to get involved with the per- 
sonal problems of other employees. 

—OnrSON S. FINCH 
Foreman, Ansco, Bing- 
hamton, New York 


should 


General 


“Pull yourself together, Sandy!”’ 


IT IS HARRY’S RESPONSIBILITY to 
correct at once any situation that 
interferes with service. 


Harry should have spoken to 


Sandy as soon as he noticed some- 
thing wrong—without commenting 


on Sandy’s personal problems. 

He should have warned Sandy to 
pull himself together and told him 
that his personal problems must 
not interfere with his work. 

Harry should then have looked in 
on Sandy occasionally to make sure 


he was not falling behind, and ar- 

ranged to give him help, if neces- 
sary. 

—E. G. MAYHUGH 

Manager, Shipping, C. R. Daniels, 

Inc., Daniels, Maryland 


Inadequate supervision 


THIS CASE IS A TYPICAL example 
of inadequate Harry 
failed to investigate and take cor- 
rective action enough. He 
should remedy the immediate situa- 
tion, and then investigate Sandy's 
failure. A talk with Sandy might 
clear up the situation. The alleged 
broken romance may not actually 
be the cause of the difficulty. 


supervision. 


soon 


—JOHN R. SCHEDLAR 
Foreman, Ansco, Bing- 
hamton, New York 


General 


No one to take over 


AT THE FIRST SIGN of trouble, Harry 
should have taken Sandy to task 
and explained that when his social 
life interferes with his efficiency, he 
jeopardizes not only his job, but the 
jobs of other workers who depend 
on him. 

Harry violated the first rule of 
management: He didn’t have some- 
one who could help out in an emer- 
gency. 

Harry should have called a meet- 
ing to explain the importance of 
coordination and appeal for team- 
work in maintaining service. 

ALEXANDER J. MILOVI¢ 
Supervisor, Joseph T. Ryerson & 
Son, Jersey City, New Jersey 
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CREDIT: 


INSTANT MONEY & : 


FIND YOUR BEST BUY 


By Peter C. Reid 


Here’s what to look for 
before you borrow or buy on time. 


GEORGIA BANK advertises: “J/n- 
L \ stant Money! Cash Loans 
Within 20 Seconds.” 


\ small-loan company 
tises: “Once again, by popular de- 


adver- 


mand, we offer our famous Summer 


Voney Special . . . it includes 
cash to catch up on leftover bills— 
plus cash for vacation. . . plus 
extra cash wherever you go, with 
our new 1960-1961 Credit Card.” 
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To compete with auto-financing 
agencies, a bank in Amarillo has 
put out a car credit card. After pre- 
senting this card in the auto show- 
room to prove he has the bank’s 
approval for a loan, the holder can 
drive out a new car as if he’d paid 
cash for it. 

\ disc jockey in Lancaster, Penn- 
sylvania, offers his teen-age listeners 
All the 


a free record of a hit song. 





listener has to do is open a teen-age 
credit account at the local depart- 
ment store. 

There’s no doubt that it’s a buy- 
er’s market for credit these days. 
From all sides you're practically 
being begged to borrow. Banks are 
devising all sorts of fascinating 
ways to make it easy for you to buy 
now and pay later. Small-loan com- 
panies are friendlier than ever. 
Many department stores offer two or 
three ways in which to buy their 
goods on credit. Some automobile 
dealers won't even sell their cars for 
cash. Mail-order houses are elimi- 
nating down payments. 

What does this mean to you as a 
consumer? Since supervisors, by 
and large, are rated as excellent 
credit risks, this puts you in the cat- 
bird seat. You can—and should— 
shop as carefully for credit as you 
do for the goods and services you 


buy with it. 


How much does it cost? 

Like these goods and services, 
credit is for sale at different prices 
(although some short-term credit is 
free) and with different conven- 
iences. However, unlike the price of 
the refrigerator or television set you 
buy, the price of credit is seldom 
stated in the only terms that are 
valid: true annual interest. 

Only when you're taking out a 
home mortgage will you be quoted 
a true annual-interest rate. Most 
lenders either don’t quote rates at 
all or quote them in terms that dis- 


guise the true rate. The result is that 
many consumers simply have no 
idea what credit costs them. A sur- 


vey made by Fortune magazine 


showed that the typical car buyer 
estimated he was paying 512 per 
cent interest on his loan. On the 
average, however, he was actually 


paying 19 per cent a year. 

Last year, legislation was intro- 
duced in Congress that would re- 
quire all lenders to give credit costs 
in dollars-and-cents and true an- 
nual-interest rates. The bill got no- 
where, but will probably be rein- 
troduced this year. 

Meanwhile, if you want to know 
how much credit is costing you, 
you'll have to figure it out for your- 
self. On page 45 you'll find a simple 
formula for figuring true annual- 
interest rates. Your use of this for- 
mula can pay off with healthy sav- 


ings. 


Is it convenient? 


Cost of credit is not the only 
factor you'll want to consider when 
you're shopping for the best buy. 
Convenience is an important con- 
sideration, too. Some types of credit 
are limited to one purpose or one 
store. Others are flexible enough to 
use almost anywhere for any legiti- 
mate purpose. Some are closed-end 
types—you pay off the debt, 
and that’s it. Others are open-end 
or revolving types, where you renew 
your loan as you pay it back. 

To choose wisely from all the 
types of credit available you'll need 
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to know what you can expect from 
each. 

Let’s take a look at some of the 
most widely used forms of credit, 
including the new types that have 
sprung up in such variety in the past 
few years. 


Charge accounts 

There’s no charge for charge ac- 
counts, but they don’t postpone the 
day of reckoning for long. Their 
chief virtue is convenience, which 
can be both an asset and a danger. 
You can buy without cash in your 
pocket. You’re in a better bargain- 
ing position if you're dissatisfied 
with what you’ve bought. And a 
charge account maintained in good 
standing helps you get other types of 
credit. 

But charge accounts have their 
pitfalls. For one thing, they encour- 
age impulse buying—you may not 
give enough thought to the cost of 
something when you’re not laying 
out hard cash. Also, charge accounts 
tend to restrict your buying to the 
stores where you have them. You 
may be able to buy more cheaply 
at another store, but if you don’t 
have cash handy, you'll buy where 
you have an account—and pay the 
price. Indirectly, then, charge credit 
can cost you money. 

So the advantages depend on 
how you use your charge accounts: 
whether you budget your purchases, 
resist impulse buying, and pay 
promptly. (An increasing number of 
stores add a service charge of 1 to 2 
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per cent a month if the bill is not 
paid when it is due.) 
General credit cards 

Despite all the publicity, credit 
cards are still a relatively small 
factor in the personal finances of 
most American families. They are 
used primarily by business concerns 
and businessmen as a convenient 
method of centralizing billing. 

Credit cards are actually the 
equivalent of a 30-day charge ac- 
count that can be used for many 
different stores, restaurants, and 
services. If you want this conven- 
ience, then a credit card is worth 
the $5 or $6 service charge you pay 
each year for it. But indirectly, 
credit cards can cost you a good 
deal more. Studies have shown that 
they have a definite influence on 
spending. One survey revealed that 
a restaurant customer with a credit 
card spends about 25 to 30 per 
cent more for his meal than the 
diner who pays cash. Thus, a credit 
card would make sense 
only if you can resist the inevitable 


seem to 


temptation to overspend. 

One advantage claimed for credit 
cards is that you don’t have to carry 
large amounts of cash. However, 
most people don’t carry much cash 
anyway, unless they’re on a vaca- 
tion or business trip. If you do use a 
credit card on these occasions, you 
are still running a risk: If you lose 
your card, you are still responsible 
for all charges on it up to the time 
you notify the card-issuing agency. 





Lost or stolen credit cards have 
been used to run up bills of thou- 
sands of dollars within a few days. 
If it took those few days for you to 
discover that you'd lost your card, 
you could be in for a backbreaking 


loss. 


Bank credit cards 

Though relatively new, bank 
credit cards are now being offered 
by over a hundred large banks 
throughout the country. This type of 
credit is basically a centralized 
charge account and credit system for 
small stores that don’t have their 
own charge and credit facilities. 

Credit cards issued by banks are 
essentially similar to general credit 
cards—with a few important excep- 
tions. Bank credit cards are limited 
to establishments in the bank’s area. 

Another important difference is 
that bank credit cards are usually 
tied in with a revolving-credit plan. 
It works like this: Once an appli- 
cant’s credit is checked out, he gets 
a credit card that will be honored 
by any of the stores signed up with 
the bank. The card costs the con- 
sumer nothing; the bank’s profits 
come from a commission of about 6 
per cent levied on the retailer. 

At the end of each month the 
consumer receives one bill for all 
purchases made during the period. 
If he pays his bill within 20 days, 
there’s no charge. However, the bank 
also grants him a line of revolving 
credit, limited to a maximum based 
on his ability to pay. If he chooses, 


he can use this credit to pay one 
twelfth of his bill every month for a 
year. For this privilege he will be 
charged 1 or 12 per cent a month 
on the balance—true annual interest 
of 12 or 18 per cent. 

If they’re used wisely, bank credit 
cards can provide charge-account 
convenience at a large number of 
retail stores where you would other- 
wise have to pay cash, plus install- 
ment credit that can be used for the 
purchase of major items. 

There’s a definite hazard you 
should be aware of, however. If 
you use your bank credit card care- 
lessly, you may find yourself using 
your line of revolving credit to pay 
for minor items. The cost of living 
is high enough without your tacking 
on an additional 12 or 18 per cent 
for the privilege of deferring pay- 
ment on the purchase of hairpins 
and toothpaste. Installment credit 
should be reserved for major pur- 
chases. 

Remember, too, that the bank 
credit card limits you to the stores 
signed up with the bank. Other 
types of credit, such as a bank loan 
or a bank check-credit plan, will 
give you more flexibility. 


Check credit 


This newest innovation in bank 
credit is catching on fast all over the 
country—almost two hundred 
banks are already offering it. Basi- 
cally, it’s a revolving-credit plan 
with the added feature of being used 
like a regular checking account. 
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Here’s how it works: 

When you apply, the bank grants 
you an open line of credit; the 
amount is based on what the bank 
thinks you can pay in monthly in- 
stallments. For example, if you are 
supposed to pay one twelfth of what 
you borrow every month, and the 
bank thinks you can swing $50 a 
month, you will be granted an open 
line of credit up to $600. The bank 
gives you a book of checks, which 
may look exactly like its other 
checks except for color. From then 
on, you can operate as if you had 
$600 in the bank. 

Let’s say you buy a television set 
for $200. You give the retailer a 
check for that amount, which he 
deposits. As soon as the bank re- 
ceives the check, it creates a loan 
and begins billing you for one 
twelfth of the amount every month. 
As you pay, you replenish your line 
of credit. 

Check  credit—sometimes __ re- 
ferred to as “instant money”—of- 
fers a number of advantages. It’s 
convenient—and fast. When you 
want to make a large purchase, you 
simply write out a check instead of 
having to apply for a bank loan or 
installment credit. It’s flexible— 
you can use it in any establishment 
that will honor a personal check. 
It’s simple—you make a single pay- 
ment each month for purchases at 
different stores (some banks, if you 
have a checking account there, will 
deduct your payment automatically 
each month). 
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But check credit is not the answer 
to everybody’s problems. For one 
thing, its cost is relatively high. In 
terms of true annual interest, it 
varies from 15 to 18 per cent. This 
includes 12 per cent interest, a .6 
per cent charge for credit life insur- 
ance (see page 46), and a fee of 25 
cents per check. Some banks also 
levy late-payment fines. 

In areas where banks make per- 
sonal loans at relatively high rates 
—perhaps 14 per cent—check 
credit may cost you a little more. But 
where bank-loan rates are low, a 
personal loan may save you money. 

Moreover, the convenience that 
makes check credit so attractive can 
be a definite hazard. Since credit is 
prearranged and does not have to 
be set up for each purchase, check 
credit encourages impulse buying. 
You may find yourself using check 
credit to make down payments or 
to pay other debts. And this can 
lead to serious overcommitment. 
Here’s an example of what can 
happen, reported by the Philadel- 
phia Credit Bureau: 

A man opened up a $900 line of 
check credit. He used $300 to pay 
up three delinquencies on another 
bank loan and then handed over the 
remaining $600 as a down payment 
on a new car. Before he had check 
credit, he owed $800. Now he owes 
$3,000. And the chances are good 
that he’ll have to refinance his debts 
through still another loan at higher 
cost. 

So check credit calls for the user’s 
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restraint and self-discipline. Unless 
you're certain you can resist tempta- 
tion, you’re probably better off with 
some of the not-so-easy forms of 
credit. 

Store revolving credit 

Revolving credit plans offered by 
almost all department stores are 
basically the same as those offered 
by banks, with one big difference: 
The store’s plan ties you to that 
store—which is one reason it’s of- 
fered. 

Some department stores offer an 
option account, which is like the 
bank credit-card plan. If you charge 
an item and pay within 30 days, 
there’s no credit charge. If you use 
the revolving credit plan, you pay 
the bill off monthly, usually about a 
sixth each month. The cost for this 
service is usually 112 per cent per 
month on the balance, or 18 per 
cent annually. As in the bank plans, 
you are limited to a maximum ac- 
cording to your ability to pay. As 
you pay off your bill, you restore 
your buying power. 

Thus, it’s easy to succumb to the 
temptation of using revolving credit 
for minor purchases. Once again, 
self-discipline is called for. 

Budget accounts, a form of short- 
term credit offered by retail stores, 
give you from three to six months 
to pay for your purchases. If you 
can pay up within the three-month 
period, there’s usually no service 
charge. Beyond three months, you 
must pay a charge of 11% per cent 
per month. 
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Budget accounts are useful for 
purchases in the $100-$200 area 
where you don’t need long-term 
credit. Also, with a budget plan you 
can take advantage of sales (like 
after-Christmas 
if you don’t have a lot of cash on 


clearances), even 


hand. 


Bank loans 


Banks, which used to be rather 

about making personal 
are much friendlier now. 
highly 


reserved 
loans, 
They're - still selective, of 
course. 

But if your credit standing is 
good, a bank will be glad to lend 
you money. A personal loan from a 
bank will almost always cost you 
less than a loan from a finance com- 
pany, and is likely to cost you less 
than retail credit. Bank rates gener- 
ally range between 8 and 16 per 
cent a year. 

But, like other lending institu- 
tions, banks rarely quote true an- 
nual interest rates outright. They'll 
probably put the cost of the loan in 
these terms: “Annual cost only $5 
per $100 of note, deducted in ad- 
vance.” 

What this means is that if you 
borrow $100 for a year, you'll actu- 
ally get $95.00. Since you will im- 
mediately start paying back the loan 
in monthly installments, you won't 
have the use of all the money for 
the whole year. This makes your 
interest not 5 per cent as you might 
assume, but approximately double 
that—almost 10 per cent. 

As interest rates go, however, this 





A MATTER OF INTEREST 


Since interest rates are quoted in a variety of ways, you need a 
standard formula in order to compare one lender’s rate with an- 
other’s. This one—used by the Federal Reserve System in its recent 
study of consumer credit—provides a fairly simple way of figuring 
the true annual interest rate of an installment loan. 

The formula: 

2pC 
r= 
A(n+1) 

r=the annual interest rate 

p=number of payment periods in one year exclusive of the down 
payment. (Always 12 if monthly payments are made. ) 

C =the interest or finance charge in dollars 

A=the amount borrowed 

n=the number of equal installment payments in the whole con- 
tract period exclusive of the down payment. 

Here’s how you would use the formula: 

You buy an outboard motor for $400. Your down payment is 
$100. The dealer computes the finance charge at $30. You agree to 
pay the balance of $330 in 15 monthly installments. What is the 


annual interest rate? 
2 times 12 times $30 


$720 





$300 times 16 


is still a good deal. When you're 
buying a big item, you may find that 
it makes sense to take out a bank 
loan rather than use retail install- 
ment credit. Let’s say you're plan- 
ning to buy a combination refriger- 
ator-freezer. You see an ad for just 
the brand you want, at an unusually 
low price. But when you get to the 
store, you discover that its install- 
ment credit rates are so high you'll 
lose most of the savings. By borrow- 
ing from your bank and paying cash, 
you can take advantage of the bar- 
gain. 

Borrowing from a bank also gives 
you more flexibility when you're 


~ $4800 


15 per cent 


shopping for a major item, since you 
don’t have to confine yourself to 
stores that provide installment 
credit. 

On a bank loan you can usually 
extend payments to only 24 months, 
as against the 36 months ordinarily 
allowed by retail credit contracts. 
Remember, though, that the longer 
you stretch out the payments, the 
more you pay for credit. 

At their relatively low interest 
rates, banks cannot afford to lend 
small amounts of money—most of 
them balk at anything below $100. 
If you need a small amount of 
money in a hurry, your best bet is a 
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credit union—otherwise, about your 


only commercial source is a small- 


loan company or a pawn shop. 
The maximum a bank will lend 

you depends on your income and 

your credit position. Unless your in- 


risk, a borrower will not find his 
best credit buy at a consumer fi- 
nance company. The reason is sim- 
ple: Their interest rates are higher 
than those charged by most other 
lending agencies. Suppose you want 


to borrow $300. If you go to a bank, 
you can probably get your loan at 8 
to 16 per cent. For the same loan, a 
consumer company will 
probably charge you 30 per cent. 


come is already tied up by debts, 
you can expect to borrow approxi- 
mately 15 per cent of your annual 
salary on your signature alone—a finance 
bigger loan would require a co- 
Personal loans throughout 
the country now hit an average of 
about $600. 


a. Retail installment credit 

Despite the inroads made by per- 
sonal loans and by new types of 
credit, traditional retail installment 
credit still takes a healthy slice of 
the credit pie. It’s easy to see why. 


Consumer finance companies 


Unless he needs a small loan 
(under $100) or is a poor credit 


WHAT IS CREDIT LIFE INSURANCE? 


WHEN YOL 
days that you'll be buying credit life insurance, too. According to 
the Institute of Life Insurance, credit life now covers more than 
half of all the outstanding consumer debt in the nation. 

Here’s how it works: When you buy on time or take out a loan, 
you buy enough life insurance to cover your debt. (Credit unions 
and some banks supply credit insurance free.) If you die before your 
debt is paid off, the insurance company will pay the balance, re- 
lieving your family of the obligation. 

When you're charged a reasonable premium, this seems like a 
good investment. Legitimate insurance rates can vary according to 
the source of your credit. Banks usually charge a rate of 60 cents 
per $100 a year. General Motors Acceptance Corporation sells 
credit life insurance to auto buyers for 322 cents per $100. 

Not all credit insurance is sold at legitimate rates however. Some- 
times borrowers are not even told about the credit insurance. They 


BORROW money or buy on credit, chances are these 


may end up paying exorbitant premiums skilfully hidden in a maze 
of other charges. Before you sign an installment contract, make sure 
you know whether you're buying credit life insurance, how much it 
costs, and what it covers. 
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You're in a store, you see the item 
you want, and the retailer is right at 
your elbow with an installment con- 
tract. It’s easier to sign on the spot 
than to investigate other ways of 
financing the purchase. 

Of all types of borrowers, users 
of retail installment credit are least 
likely to know how much they are 
paying for credit. That’s because 
they seldom read the contract before 
signing it, relying entirely on the 
retailer's quotation of a monthly 
payment—which throws the inter- 
est and the principal in together. 
If they did investigate the true in- 
terest rate, they would discover it 
was somewhere between 12 and 24 
per cent. 

In those states that 
retail-credit laws or that have them 
but don’t enforce them, the rates 


have no 


can be much higher. 

To find out exactly how much 
you're paying for credit on a retail 
installment contract you must read 
the contract carefully—including 
the small print. These points should 
be itemized: 

1. Cash sale price of the goods 
or services. 

2. Amount of your down pay- 
ment, with a listing of the amount 
paid in cash and through trade-in, 
and a brief description of the goods 
traded in. 

3. Difference 
and 2. 

4. Amount, if any, included for 
insurance, specifying types of cov- 


between Items | 


erages and cost of each. 


5. Amount of any credit-investi- 
gation fee. 

6. Principal 
Items 3, 4, and 5). 

7. Amount charged for credit. 

8. Balance to be paid in install- 
ments (sum of Items 6 and 7) and 
number of installments required, 
with the amount of each in dollars 
and cents and the due date. (Multi- 
ply the number of installments by 
the amount of each payment to 
see that it equals the balance. 

9. Actual price you are paying— 
total cost of the goods and services, 
including insurance premiums, of- 
ficial fees, and credit charge. 

If the contract does not specify 
interest rate—and it 
figure 


balance (sum of 


the annual 
probably won’t—you can 
this out with the formula on page 45. 

Make sure you understand the 
repossession terms in your contract. 
Most provide that the 
merchandise can be _ repossessed 
even if only one payment is missed. 
Be sure that the contract specifies 
only a delinquency 
charge for late payments. Accord- 
ing to most state laws on install- 


contracts 


reasonable 


ment buying, a creditor cannot col- 
lect a delinquency charge of more 
than 5 per cent of each installment 


due. 


Credit unions 

Like banks, credit unions are a 
good source of personal loans at 
relatively low interest rates. Cur- 
rently there are about 20,000 such 
cooperative societies in the U.S., 
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with over 11 million members. Al- 
though they vary in size and policy, 
they all have this in common: They 
are nonprofit cooperative groups 
organized for the purpose of pool- 
ing resources and lending the capi- 
tal at low interest rates to members. 

Each credit union is organized by 
members of a cohesive group: peo- 
ple who work for the same em- 
ployer or who belong to the same 
fraternal order, church, union, or 
community. Each group functions 
under a state or federal charter, 
and its financial operations are re- 
viewed by the government. 

A member of a credit union can 
usually borrow money for any legit- 
imate purpose on his signature 
alone, although he may need a co- 
signer for a large loan. The maxi- 
mum rate of interest is 12 per cent 


annually, which compares favorably 

with most other sources of credit. 

Loans are made only to members. 
You can get more information 


about credit unions from Credit 
Union National Association, Madi- 
son 1, Wisconsin. 


Borrowing on life insurance 

It’s fast, the rates are low, and 
you can pay it back any time you 
want—but it can cost you the most 
in the end. That, in a paradoxical 
nutshell, sums up the pros and cons 
of borrowing on your life insurance. 

All permanent policies _ start 
building up a so-called cash or sur- 
render value after the first year or 
so. You can usually borrow up to 
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95 per cent of this cash value— 
easily and quickly. The true annual 
interest is a low 5 or 6 per cent. 

There’s no prescribed schedule of 
repayment. You can pay the loan 
back whenever you want or not at 
all—in which case the insurance 
company will simply collect when 
you die or drop the policy. 

Sound easy? It is—perhaps a lit- 
tle too easy. You may find yourself 
borrowing to buy things you don’t 
really need. Then there’s the matter 
of paying back the loan regularly. 
It’s tempting simply to let it run on 
—but if you do, you'll be charged 
for the interest each year. In the 
end, interest charges may total more 
than those for a personal bank loan, 
because you have to repay the latter 
promptly. 

It makes sense to borrow on your 
life insurance only if you’re certain 
you will repay it promptly. 


Handle with care! 


Consumer credit is useful to have 
around. Instead of having to depend 
on sometimes-fickle will power to 
save up money for things you need 
and want, you can have them now 
and save for them later. 

But consumer credit is a buying 
tool that should be used with care. 
The privilege of buying now and 
paying later can come high unless 
you’re alert and knowledgeable. 
The more time you take to compare 
the many types of credit available 
to you, the more likely you are to 
come up with the best buy. 





Time Off for Union Business: 
Company Pay Provisions 


UNION BUSINESS, as defined in collective-bargaining agreements, 
falls into two general categories: 1) Matters dealing primarily with 
the union, and 2) matters which are of more direct concern to the 
company. According to a recent Bureau of Labor Statistics study of 
1,631 major agreements, most companies pay for time spent away 
from the job in connection with the second type of activity; but 
company pay for job time lost because of the first type is rather in- 
frequent. 

The BLS emphasizes that the study, which covered about 7.5 mil- 
lion workers, relates only to pay provisions established under collec- 
tive-bargaining agreements and does not take into account informal 
arrangements in which the employee or union representative may 
leave his work for union business without a reduction in pay. The 
latter practice, the BLS went on to say, is quite prevalent. In many 
instances, contract provisions were negotiated merely to define or lim- 
it the existing informal practice rather than to establish a new 
one. 

Participation in grievance procedures is the type of union activity 
for which company pay is most commonly given. A few agreements 
even provide pay for employees engaged in such activity outside of, 
as well as during, working hours. In most cases, the eriployee is paid 
his regular or earned hourly rate. Limitations on grievance pay are 
also found in the contracts. The most common ones are concerned 
with the maximum number of employees entitled to grievance pay 
and the maximum amount of time or money to be allotted for par- 
ticipation in grievance activities over a given period. 

Who should receive grievance pay is another clause contained in 
most contracts—4 out of 5 grant such pay to union representatives 
only, and the remainder provide compensation for the aggrieved em- 
ployee as well. Other contract stipulations require employees and/or 
union representatives to comply with various plant rules before be- 
coming eligible for grievance pay, such as reporting to their super- 
visor before leaving the job. 

Only 16 of the agreements studied explicitly provide for paying 
employees for grievance arbitration; 49 have specific payment pro- 
visions for all or part of the time spent on agreement negotiations 
by all or a limited number of employees; 66 agreements make some 
provision for company pay for safety-committee activities; and 72 
contracts provide for paid time off for miscellaneous activities, such 
as apprenticeship, job evaluation, and time studies. 
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The Appraisal Interview: 


PPV\HE APPRAISAL INTERVIEW is a head- 

| ache to many managers. The the- 
ory’s fine, they say: A manager ap- 
praises his subordinate’s performance 
and discusses it with him; the discus- 
sion helps the subordinate see his 
strengths and weaknesses more clear- 
ly; this, in turn, helps him build on 
the strengths and eliminate the weak- 
nesses. 

[here’s just one big problem: It 
doesn’t always work! 

Why not? One reason is that some 
managers depend on techniques—on 
slick, packaged approaches. For ex- 
ample: 

The “sandwich’ 
manager tells the 
strong points, slips in a few remarks 


approach: The 
subordinate his 


about his weaknesses, and winds up 
with a review of his strengths. (Too 
often, though, managers forget to put 
the meat in the sandwich. Other times, 
the employee recognizes that a tech- 
nique is being used on him, and he 
resents it.) 

The “call-it-another-name” —_ap- 
proach: The manager introduces the 
appraisal interview by saying to the 





of the month 


Honesty Is the Best Policy 


subordinate, “Now don’t consider this 
an appraisal interview. No, indeed, 
this is something different—a _ self- 
development planning conference!” 
(Trouble is, what follows isn’t “some- 
thing different’—and everyone knows 
it.) 

The “self-appraisal” approach: The 
manager has obviously already ap- 
praised the subordinate, but refuses to 
tell him the results. Instead he says, 
“Now suppose you tell me how you 
appraise your own _ performance.” 
(But the subordinate thinks to himself, 
“Stop playing games with me! I know 
you've appraised my performance. If 
you've got something to say, say it. 
If not, let’s get back to work!”’) 

Parts of these 
some merit, of course. Naturally, a 
should—hear 


approaches have 


man wants to—and 
about his strong points as well as his 
weaknesses. And self-appraisal is a 
fine idea—when it doesn’t become a 
cat-and-mouse game. But if a man- 
ager relies on a canned, all-purpose 
technique, insincerity and _ evasive- 
ness are bound to creep into the ap- 


praisal interview. 
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What’s needed is a frank and honest 
discussion between manager and sub- 
ordinate. How do you do it? These 
suggestions may offer some general 


guides. 


Solid foundation 


A manager must build a sound 
foundation for appraisal discussions 
long before they are held. 

e He must have established an at- 
mosphere of understanding and trust. 
This sounds elementary—but the bat- 
tle can be won or lost right here. 

¢ He must have devoted enough 
time and effort to his appraisal to have 
confidence in it. Only then can he feel 


comfortable about discussing it. 

e Everyone in_ the 
should understand that appraisals and 
communicating their results are part 
of the manager's job. 
and his subordinate should get to- 
gether some months ahead of ap- 

r 


department 


The manager 


praisal time and agree on the critical 
requirements of the employee's job. 
They shouid decide, too, which job 
elements will be used by the manager 
to gauge how well the employee is 
meeting the requirements. That way, 
the appraisal discussion comes as no 


surprise. 


Sharing the problem 

A job failure is seldom the fault of 
the subordinate alone. The manager 
who starts out by saying, “Joe, I’ve 
been thinking about your perform- 
ance recently, and I’ve concluded that 
you're a poor planner” isn't likely to 
get an honest exchange of views. 

But he might get one by saying 
“IT know we've both been bothered by 
the fact that you’ve been consistently 
behind schedule the past few months. 


I don’t really know what the trouble 
is. Maybe it’s my fault. Maybe I have- 
n't given you the help or the informa- 
tion you need. But I'd like to question, 
too, whether you’ve been planning 
your work properly. Let’s talk about 
it.” 

This gets at the problem. It assures 
the employee that he isn’t being made 
a fall guy and that he'll have his say. 
It says, in effect, “We've got a prob- 
lem. We're in this together. Let’s dis- 
cuss it.” 

If a manager has developed a cli- 
mate of respect and trust; if he and his 
subordinates agree on the critical re- 
quirements of the work; if he has 
given enough time and attention to his 
appraisal—then he doesn’t have to 
hide what he wants to say in a sugar- 
coated pill. Managers who are known 
in their companies as successful com- 
municators share one important qual- 
ity: They’re willing to be direct and 
get right to basic issues. 

A worker won't fall apart at the first 
breath of criticism from his super- 
visor. A healthy relationship between 
worker and manager won't be de- 
stroyed by a fair appraisal interview. 
On the contrary, the most common 
complaint of a group of workers inter- 
viewed after appraisal discussions was 
that the manager obviously had some- 
thing on his mind, but wouldn’t come 
out with it honestly and _ straightfor- 
wardly. 

Tact, of course, is necessary. But 
employees distrust evasiveness and 
beating around the bush. They want 
to know how they're doing. 


®@ Robert K. Stolz 
PERSONNEL 
March-April, 1961 
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O' FICE WORK is usually considered 
nonhazardous—bit, in too many 
offices, employees fall victim to acci- 
cents that needn't have happened. A 
careful look around your office may 
help you find ways to prevent such ac- 
cidents. 

For example, check typewriters, 
supply cabinets, and file cabinets. Is 
there a chance that they may fall and 
hurt someone? Typewriters should be 
bolted to the desks. It’s best to place 
supply cabinets against a wall, where 
they can be bolted securely. Try to 
concentrate the heavier items in the 
cabinet at the bottom; this reduces the 
possibility that itll tip over. 

If you can, arrange file cabinets in 
rows so they can be bolted together 
to form a stable installation. If only 
one file cabinet is needed, fasten it to 
the wall with a bracket at the top or 
an angle bracket at the bottom, for 
extra stability. If it still seems un- 


| Office Accidents 
Needn’t Happen 


steady, add weights under the bottom 
drawer. 


Chemical hazards 

Cleaning compounds for Office 
machines are another hazard. Many 
typewriter-cleaning solutions contain 
a high concentration of carbon tetra- 
chloride; the fumes, in large amounts, 
can be poisonous. So can the fumes of 
methyl alcohol (which is found in the 
cleaning compounds for some dupli- 
cating machines) and of benzol (used 
in some types of rubber cement). 

When possible, select compounds 
with the lowest concentration of these 
chemicals. When you have no choice, 
make sure that the area surrounding 
the machines is well ventilated. 


Machinery hazards 


Machine hazards are usually asso- 
ciated with a manufacturing plant- 
but many office machines, too, can 
cause serious injury. One is the guillo- 
tine paper cutter—a standard item in 
many offices. The latest models come 
equipped with guards. Make sure that 
the guards are operating properly and 
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that people know how to use the 
equipment safely. 

Most offices have postage-meter 
machines that seal and stamp enve- 
lopes. Sometimes, in an attempt to 
speed up the operation, an employee 
will try to force envelopes through 
the machine. If the machine’s rollers 
are new, there is no room for the op- 
erator to catch his fingers. In time. 
however, the envelope flaps will wear 
away part of the rollers, creating a 
nip point. A periodic inspection of the 
machine will help you spot worn-out 
rollers, and give you a chance to re- 
place them before someone gets hurt. 

More and more offices are using 
electronic and electrical equipment: 
typewriters, small computers, and 
other powered devices. Make sure that 
the frames are provided with protec- 
tive grounds, to eliminate the possi- 
bility of electric shock. 


Wastebaskets—hazard and help 
When people smoke at their desks, 

there is a chance that hot 

dumped into a wastebasket will ignite 


ashes 


paper (carbon paper is particularly 
flammable) and start a fire. Most em- 
ployees are aware of these dangers— 
but an accident may still occur. 

If a fire starts in a wastebasket, you 
can stop it fast by placing another 
wastebasket over the first one. If pos- 
sible, carry the baskets to a corridor, 
where smoke or fumes won't bother 


anyone, and where you can apply 
water or a smoke-reducing agent. 
While wastebaskets may be a source 
of accidents, they can also help pre- 
vent them. When desks are moved, 
electrical or telephone outlets may be 
left protruding from the floor space 
where a desk used to be. Until the out- 
let can be removed, or another desk is 
placed there, it’s a good idea to cover 
the obstruction with an upturned 
basket. If you paint it a light color, 
itll provide an obvious “look-out!” 


sign. 


Slipping and falling 


A large share of office accidents can 
be traced to slippery floors. If it’s a 
problem in your office, check with the 
maintenance staff. They may be able 
to reduce the hazard by using special 
cleaning compounds or floor dressings. 

Stairways constitute another major 
hazard. You can make stairways safer 
by being sure they’re illuminated prop- 
erly. The point is to make the individ- 
ual steps clearly visible. Painting the 
treads and the wall adjacent to them 
in contrasting colors may help. And if 
your office is in an old building, make 
sure that any worn-out treads or stairs 
are replaced or repaired immediately. 


@ Alfred L. Dowden 

OFFICE MANAGEMENT AND 
AMERICAN BUSINESS 
Volume 21, no. 12 





WHERE THERE IS much desire to learn, there of necessity will be 
much arguing, much writing, many opinions; for opinion in good 
men is but knowledge in the making. 


JOHN MILTON 
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MM". WITH INITIATIVE are needed 
| in every company—and it’s your 
job to help develop them. Here are 


some suggestions. 


Don’t overdo indoctrination 

It’s true that everyone needs some 
orientation to perform effectively in a 
new job. But don’t overdo it. One as- 
pect of initiative is thinking of new, 
improved ways to do a job. If you in- 
sist that an employee do his work 
exactly as it’s always been done, he'll 
hesitate to examine current practices 
and exercise his initiative. 


Keep your eyes open 

Talented, aggressive workers don't 
wear signs on their foreheads adver- 
tising their ability. You have to be 
constantly on the lookout for them. 
Once you find them, you should keep 
an up-to-date mental inventory of 
them, so you can tap them whenever 
challenging problems arise to test 
their leadership capacity. 


Present a challenge 

People gain self-confidence by mas- 
tering a tough assignment. Once they 
do it well, they’re more willing to try 
the next one. Thus, it’s essential to 
keep offering challenging assignments 
to your subordinates and help them 
move up to new ones, step by step. 

Most people have a fairly realistic 
view of themselves: They won't bid 
for a job they feel is beyond their ca- 
pacities. 

When you have a challenge to 
offer, note who volunteers. A man’s 


’ 


Keep Initiative Alive 


willingness to tackle a new assignment 
can indicate his initiative. 

This kind of capacity-stretching has 
paid off for many managers: It’s 
helped them spot men with the ability 
and desire to push ahead. 


Evaluate initiative properly 
Evaluating an employee’s initiative 
is tough: Most work is the result of 
team effort, not just one man’s per- 
formance. One way to get a clearer, 
more objective picture of a man’s ini- 
tiative is to try to get several different 
appraisals of him. If, for example, a 


he 


Get multiple evaluations 


man’s work brings him into contact 
with several other managers, get their 
opinions. 

Another way is to evaluate the per- 
formance of the group as a whole. If 
the group’s work is superior and if you 
can trace it to the influence of one 
leader within the group, chances are 
he’s a man with initiative. 

Be careful not to overlook a man’s 


potential. Some contributions bear 
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fruit only after a long period of de- 
velopment. One man in a research 
laboratory may be the top contributor 
to this year’s productivity. But the 
man working next to him may have 
developed an important new process 
that will take two or three years for 
the company to develop. Thus, you 
have to consider the long-run effects of 
initiative as well as immediate benefits. 


Don’t hoard initiative 


One man with initiative may be 


ent job because of his contribution to 
the department. 

Hoarding a good man hurts every- 
one. The company suffers if a potential 
leader is denied the chance to assume 
more responsibility. The employee 
suffers if he’s ready for a new chal- 
lenge but is held back from tackling 
it. And finally, the department suffers 
if the outstanding people in it come to 
feel that exercising their initiative will 
only block the path to promotion. 


@ Eli Ginzberg 
NATION’S BUSINESS 
April, 1961 


tapped for promotion. But his super- 
visor may try to hold him in his pres- 


What You Don’t Know Can Help You 


THE THINGS young people do not know are frequently valuable 
contributions to accomplishment. To paraphrase a familiar saying, 
“A lot of knowledge is a dangerous thing,” particularly when this 
store of information concerns all the reasons certain things can’t 
be done. 

For over fifty years the cracker industry knew that it was impos- 
sible to package a thin, saltine cracker by machine. Then our 
mechanical-development division got hold of some young fellows 
who didn’t know this, and they came up with a machine which 
would do the job. 

We should get the most from these restless young minds while 
they are developing and after they attain responsible positions. If 
they are not satisfied with what the older, more experienced people 
tell them—fine. Encourage them to ask all the questions they have. 
And let the burden of proof rest with the man who says no. 

We are living, working, and experimenting in an era of rapid 
change. We need the young in mind, regardless of age, who are 
adaptable to change and who greet new ideas with an attitude of 
welcome. We need the people who will go out and look for change 
instead of sitting around waiting for it to happen. Because of the 
rapidity with which things change, there is no such thing as a con- 
tinuous status quo. The idea or product which failed miserably 
twenty or thirty or fifty years ago may be a huge success tomorrow. 


GeorGE H. Coppers (Chairman, National Biscuit Company) 
in Top Management Handbook, McGraw-Hill Book Co., 1960 
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SUPERVISING 
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DATA PROCESSING 


AS MORE AND MORE offices install 


data-processing equipment, the 
supervisor of data processing is being 
recognized as an increasingly impor- 
tant member of the management 
team. His job combines the skills of 
office manager, technician, and meth- 
ods analyst. The success of his com- 
pany’s data-processing program will 
depend largely on his recommenda- 
tions and how well he fulfills his re- 


sponsibilities. 


Machine layout 

First consideration should be given 
to where the data-processing equip- 
ment is placed, for proper placement 
can save valuable operating time. 
Whether the supervisor is planning a 
new installation or reviewing an exist- 
ing one, he should analyze all pro- 
cedures, machines, and working areas 
to be sure that there is a minimum of 
confusion and movement in the opera- 
tion. Helpful layout-planning kits are 
usually available from suppliers of 
data-processing equipment. 


Personnel 

The acceptability, skills, and train- 
ing of data-processing personnel are 
part of the supervisor’s responsibility. 


© 1960, by Gille 
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Data processing is comparatively new; 
it is hard to assemble a full staff with 
all the required qualifications. Whether 
he does the actual training, or dele- 
gates it to his assistants, the supervisor 
should check regularly to see that his 
staff is increasing its knowledge in the 
field and its value to the operation. 


Data form 

The form given to the data to be 
processed is another of the supervi- 
sor’s responsibilities. If punch-card 
equipment is used, for example, de- 
signing the card form may be a team 
effort, involving the supervisor, the 
head of the department that will han- 
dle the completed form, a forms sales- 
man, and a member of higher man- 
agement. The supervisor must check 
the final proofs of the card before it is 
printed to be sure that the fields for 
punching follow the same order as the 
information on the source data (to 
facilitate key punching), that the card 
contains all the required information, 
and that it does not contain unneces- 
sary information. 


Procedures 
The supervisor must create pro- 


cedures and flow charts for his depart- 


Associates, Inc 





ment’s routine work. Procedures re- 
duce supervision time by at least half: 
They provide operators with step-by- 
step details of their work so they can 
complete it with a minimum of super- 
vision; and they help new operators 
learn their tasks quickly and easily. 

A procedure book, complete with 
sample forms and cards, should be 
available to each operator. It must, of 
course, be kept up to date. 

The flow chart gives the operator, 
in a single page, a broad picture of 
the operation and the steps necessary 
to complete it. The flow chart also 
helps the supervisor: It serves as a 
visual aid when he offers his recom- 
mendations and requests about the 
operation to management. 


New applications 

Supervisors of data processing 
should constantly look for new appli- 
cations for their system—company 


operations that could be handled faster 
and less expensively by punched-card 


methods. 

Each possible application should 
first be discussed with the supervisor 
of the department it will affect. Both 
supervisors should examine the pro- 
posal thoroughly, with an eye to any 
questions that higher management 
may ask. When the proposal is finally 
submitted, it should contain all details 

including flow charts and drafts of 
necessary forms and cards. 

A proposed application should not 
merely fill up a little extra equipment 
time. The supervisor should try to 
show how his plan will reduce costs, 
save time, increase volume or accu- 
racy, or help get more valuable data. 
The growth of an_ installation—and 
sometimes the supervisor’s pay check 


—are often directly related to this 


kind of contribution. 


Use of equipment 

The supervisor should know exactly 
how much use he is getting from his 
equipment. This information is neces- 
sary when he must plan new proce- 
dures, fit in special jobs, request new 
equipment, analyze costs, or compute 
his company’s return on its invest- 
ment. 

A utilization study should tell him 
the actual daily running time of each 
machine, the time for each specific 
job, the time his equipment works 
for each department, how much use 
he is getting from each machine, 
breakdown time, and the number of 


cards processed. 


Schedules 

A data-processing department serv- 
ices many other departments in the 
company. For smooth, easy operation, 
a schedule is required. It allows the 
supervisor to check on routine jobs, 
dates for new jobs, insure 
incoming data 


assign 
an equal flow of 
throughout the month, advise all de- 
partments of their target dates for 
required information, and help oper- 
ators perform routine functions with a 
minimum of direct supervision. 

Operators should stick to schedule 
when they can. But emergency reports 
will sometimes be required. A sched- 
ule, therefore, serves more as a guide 
than a hard and fast rule. 


Controls 

A control station is an essential part 
of the data-processing operation. This 
unit is responsible to the supervisor for 
the accuracy of finished reports, their 
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progress and distribution, maintenance much easier if he has a capable and 
of the schedule, and other clerical efficient control unit. 

functions. All data, input and output, 

1 7 eo ee ; ®@ Roy J. Brown 
flow through the station. The data- DATA PROCESSING 
processing supervisor will find his task Volume 2, no. 8 


How Ideas Start 
A SCIENTIST LOOKED at the foam on a bottle of beer—and won the 
Nobel prize. 

lhe scientist is Donald A. Glaser, who won the 1960 Nobel prize 
in physics for his development of the “bubble chamber’”’—an instru- 
ment for observing what happens inside the atom. 

Glaser’s idea came from observation of the foaming action of 
an uncapped bottle of beer. He theorized that the beer foamed 
after being struck by a particle of matter from the atmosphere, 
with an assist from the heat near the bottle. 

He thought the same principle might work in collisions between 
subatomic particles hurled by atom smashers. If these particles 
passed through a suitable liquid, he reasoned, they might leave a 
trail of bubbles, enabling physicists to photograph and study the 
results. 

He approached several agencies for support in testing this theory, 
but was rejected. Then the Phoenix Project of the University of 
Michigan gambled $1,500 on the idea. It worked. 

After proving the feasibility of his idea, Glaser built an improved 
chamber with liquid propane and tested it at Brookhaven National 
Laboratory. In the first ten minutes of operation, he got photographs 
of nuclear events seldom seen in their entirety by older methods. 

Eight of his first 22 pictures, for example, pictured the creation 
in nuclear collisions of particles called pi mesons, their slowdown 
and decay into mu mesons, and the transition of mu mesons into 
electrons, one of the basic building blocks of atoms. 

In May, 1956, he reported the development of a “bubble cham- 
ber” using liquified xenon gas which made possible easy and rapid 
observation of both charged and neutral particles, some of which 
live less than 10 millionths of a second. 

The xenon chamber will detect neutrons, gamma rays, neutral 
mesons, and almost all other atomic particles. 


In industry as in science, the keen observer has the edge. For proof, 
read Observation Pays Off, in SUPERVISORY MANAGEMENT, September, 
1960 
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Can You Help a Man Find Stability? 


\ MAN’S CAPACITY for work depends, 


to a great extent, on his emo- 
tional health. A secure, happy em- 
ployee will usually be more effective 
on the job than a troubled one. 

A supervisor cannot insure an em- 
ployee’s emotional health. There are 
too many factors that enter into it, in- 
cluding the worker’s heredity, past ex- 
periences, general physical health, ed- 
ucation, and personal problems. But 
many of a supervisor’s contributions 
to a healthful job environment can 
help a man find emotional stability. 


Self-respect 

Everyone nee js to feel that he is 
important to someone. This extends to 
his job: He needs to feel accepted and 
liked within his work group. If for any 
reason he feels disliked or rejected, he 
may withdraw and become isolated, 
reduce personal contact with his fel- 
low workers, or—in extreme cases- 
stay home a lot, or quit. Another per- 
son may combat his feeling of rejec- 
tion by becoming aggressive or delin- 
quent, in an attempt to call attention 
to himself. 

Sometimes a supervisor can help an 
employee overcome these feelings by 
singling him out for a special assign- 
ment—assuming, of course, that he’s 
qualified. Or the supervisor may be 
able to ask the informal group leader 
to help by drawing the employee more 
into the group. Often, small openings 
like these are enough. 

A worker needs to feel that his 
work is important, that his job—no 
matter what it is—contributes to the 
final success of the project. It is part 


of the supervisor's task to make each 
worker feel that his job matters- 
hat when he fails to do it effectively. 
the work of the whole group is im- 
paired. Studies show that the ‘worker 
who feels that he is accepted by his 
team, that his co-workers will miss 
him and be inconvenienced if he stays 
away, is more likely to come to work 
when he’s feeling not quite up to par 
than the worker who feels that his 
presence will be missed only by the 
timekeeper. 


Security 

A worker needs a sense of security 

and a contributing element to it is 
his supervisor's sense of security. A 
supervisor who is unsure of his own 
competence or of his superior’s confi- 
dence in him is apt to be overcritical 
of an employee; he may be afraid that 
if he allows too much leeway in the 
behavior and performance of his sub- 
ordinates, he will be criticized. If a 
worker feels insecure, the supervisor's 
overreaction may make him feel more 
tense and threatened than before. An- 
other supervisor, however, more se- 
cure about his competence, may show 
more patience and understanding with 
his subordinates’ errors—resulting in 
improved security for the worker and 
a better relationship between worker 


and supervisor 


Responsibilities 

Another factor that contributes to a 
worker’s emotional health is a clear 
concept of his responsibilities. If a 
worker does not know what is expect- 
ed of him or whom to turn to for 
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guidance, he will usually turn to his 
fellow workers. What they tell him 
may or may not be what management 
would tell him. When a worker’s con- 
cept of his job differs from his super- 
visor’s concept, he may eventually 
find himself in conflict with manage- 


pany. They may want a better job, 
more job security, higher pay. What- 
ever the goals, the supervisor’s concern 
for his subordinates’ hopes; the in- 
formation he can give them about 
company opportunities; and his guid- 
ance in their planning for the future 


can be great contributions to their 
emotional health. 


ment. The supervisor can help mini- 
mize these possibilities by providing 
accurate job descriptions and carefully 
overseeing the worker’s training. 
Employees want to know what the 
future holds for them in their com- 


®@ Jack R. Ewalt 
INDUSTRIAL MEDICINE AND SURGERY 
Volume 29, no. 10 


Rabbit Ears Are for Rabbits 


IN BASEBALL, a colorful term is used to describe the player who lets 
the jeers of the spectators or the riding of the bench jockeys of 
opposing teams get under his skin. He is said to have “rabbit ears.” 
Once that weakness is detected, it is exploited unmercifully. Many 
a rookie has literally been laughed out of the major leagues because 
he could not play under the pressure of the crowd’s boos or the 
caustic comments of rival players. 

The real pro takes this sort of abuse in his stride. 

Of course, the athlete makes his errors in public view. The man- 
ager is not so exposed, but the pressure under which he works is 
intense and constantly sustained. Maturity is the only shield you 
have against this pressure. If you are a manager you cannot permit 
yourself to have rabbit ears. 


—JAMES MENZIES BLACK, in Assignment: Management, 
Prentice-Hall, Inc.. 1961 





ANSWER THIS QUESTION without looking around the shop or office: 
Where’s the nearest fire extinguisher? 

If it took you more than thirty seconds to answer, says the National 
Safety Council, better do some double checking. Make sure you 
know the location of all fire extinguishers near your work area. 
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How to Beat the 


HANKS TO EXPERIMENTS conducted 

by the U.S. Army in the heat of 
the Arizona desert, you and your fam- 
ily can be cooler and more comforta- 
ble this summer. 

Army researchers have been study- 
ing ways to keep a soldier comforta- 
ble in hot weather and cold, in a 
foxhole or at 25,000 feet. From their 
experiments have come these sugges- 
tions on what to eat, drink, wear, and 
do on the hot days ahead. 


Your diet 

Keep up your normal diet. You 
burn up as much energy working in 
the heat as you do in the cold. A high- 
protein, low-bulk diet is best. Meats— 
cold if you like—are recommended to 
maintain energy and nutrition. Eggs, 
fish, and cheese are also good sources 
of protein. If you feel like eating a 
hot meal of meat and potatoes on a 
hot day, go ahead. 

Drink lots of water. On a torrid 
day, you can lose up to 15 quarts of 
water. Your normal thirst mechanism 
isn’t strong enough to replace it, so 
force yourself to drink plenty of wa- 
ter. If you don’t, you may become de- 
hydrated. 

Use normal amounts of salt. Except 
when you must perform strenuous 
work in extreme heat, salt tablets or 
extra salt on food is a waste of time. 
Once a person has adjusted to hot 


weather, his body gets rid of just so 
much salt through perspiration; from 
then on, his perspiration becomes less 
and less salty. The body keeps the salt 


it needs. 


Cool ideas 

You'll feel more comfortable wear- 
ing loose-fitting, lightweight clothes 
than if you wear only a bathing suit- 
or even nothing at all. A single layer 
of cloth will protect you against heat 
reflection from objects around you 
and from the direct rays of the sun. 

Wear any color clothing you like. 
Dark colors absorb heat more readily 
than light colors, but the differences in 
reflective qualities of clothing are so 
small that color doesn’t make a bit of 
difference in your hot-weather com- 
fort. 

Light, 
with broad brims will shade your face 
from the sun and help keep your head 
cool. Loosely woven shoes will let air 
reach your feet. 

Wear your bathing suit only for 
swimming or sunbathing. Many mod- 
ern suits of synthetic fibers trap per- 
spiration against the skin and keep you 
hot. 

Keeping 
weather, but don’t take too many 


straw-weave or mesh hats 


clean is vital in hot 


© 1960, by American Medical Association 


JULY, 1961 61 





baths. Soaking in water stops _per- 
spiration. Two baths a day—morning 
and evening—are plenty. The water 
should be skin temperature or slightly 
below (80-90 degrees). Water that’s 
too cold increases the body’s insula- 
tion by shrinking the skin’s blood ves- 
sels; water that’s too hot can leave 
you with an oppressive feeling of heat. 

Avoid the beach. It can be fun, but 


you cool. If you do nothing, the heat 
will bother you longer. Light exercise 
or normal activity will help you adjust 
more quickly to the heat. 

At the same time, extra rest is im- 
portant. If possible, get an extra 
hour’s sleep on hot days. Form-fitted 
sheets on your bed mean cooler sleep- 
ing hours. A semifirm mattress also 
helps. 


it’s not usually very cooling. Temper- Air conditioners are comforting- 
atures of 105 degrees at head height 
and 145 degrees at ground level are 
not uncommon. A swim refreshes you 
but only temporarily. 
Park your car in the shade. Leave 
two windows open several inches so 


hut they're not necessary. If you get 
used to the heat—by avoiding air con- 
ditioning and cooling—you'll have a 
noticeable tolerance for it within two 
days. In five days, youll wonder what 
all the fuss was about. 
air can circulate inside. 

Stay active. While it’s smart to re- 
lax in the heat, inactivity won’t keep 


® William R. Vath 
TODAY’S HEALTH 
Volume 38, no. 8 


It’s Not the Heat... Or Is It? 


EMOTIONS HAVE an important bearing on the reaction to heat, says 
Dr. Jay B. Moses of the Eastman Kodak Company, in /ndustrial 
Medicine and Surgery. He notes two forms of psychological reac- 
tion: 

“1. Marked emotional states (anger, fear, jealousy, etc.) are 
known to increase body temperature and general bodily discomfort, 
giving rise to flushing, etc. We speak of a ‘heated discussion’ and of 
being ‘hot under the collar.’ 

“2. Attitudes of resentment and antagonism tend to lower the 
threshold of perception of heat and so increase the susceptibility of 
the worker to its harmful effects. A ‘difficult’ foreman or an ‘im- 
possible’ first sergeant often sets the stage for increased incidence 
of heat exhaustion, heat stroke, and other untoward reactions. 

“The individual’s physical reaction to heat is seriously affected 
by his attitude and personality. His discomfort may be affected more 
by how he feels about the heat than by the actual temperature. The 
way he feels is affected both by the emotional and physical atmos- 
phere in which he works.” 
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S IT TIME to replace that machine? 
| Is old-fashioned equipment keep- 
ing productivity down while costs 
climb? 

Every company is asking these 
questions today, as increasing compe- 
tition forces them to find the most 
modern, efficient ways to do business. 
You, better than anyone else in man- 
agement, can give the company the 
facts it needs about modernization, 
because you're right where the equip- 
ment is. One of the most important 
contributions you can make is to alert 
higher management to opportunities 
for bringing equipment and_proce- 
dures up to date. 

You may wonder if it’s time to re- 
place a certain unit in your depart- 
ment, or whether it'll keep doing its 
job for another year. That’s your 
starting point. A preliminary investi- 
gation can help you decide whether 
it’s time to modernize 


Repair costs 

Take a look at your present equip- 
ment. What’s wrong with it? What are 
its limitations? Is it worn out? Can it 


be repaired easily—or would repair 
or rebuilding actually cost more than 
the price of a new unit? How many 
man-hours have you already spent 
keeping the equipment in operating 
condition? Has it begun to have odd 
quirks that might develop into the 
need for an overhaul? (Here’s where 
the machine operators can help you 
with your investigation. ) 

Chances are that an old machine 
requiring a great deal of repairwork 
can be replaced at*tto greater cost in 
the long run than what you're now 


spending to keep it in shape. 


Replacement 

Suppose you're considering some 
new equipment to replace the present 
unit. How does it compare with what 
you've got? Will it offer higher output 
at a lower cost per unit? (That’s the 
major purpose of modernizing.) Will 
you be able to save on maintenance 
costs and time? Will your present staff 
be able to operate it—or would its 
complexity require you to hire highly 
skilled people your budget couldn't 


afford? 
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Cost of changes efficiency? If the new equipment will 
Will the replacement equipment pay for itself in three years, you've 
need new footings, structural rein- probably got a worth-while proposal 
forcements, or remodeling of the to make to higher management. The 
building? Costs for all these jack up next step is to study all the facts and 
the total bill considerably. figures, so that you can present your 
; recommendation intelligently. 
Payout 
How soon will the proposed equip- : 
> ‘ - itcelf? ps ‘ : ® Ernest W. Fair 
ment pay for itself? How soon can you TEXTILE WORLD 
expect to start cashing in on its added May, 1961 





Here’s What the Arbitrator Said 
(See “The Two-Timer,” page 23) 


[THE ARBITRATOR WROTE: “Although the suspension was based 
only on suspicion, the fact that no grievance was filed means to 
the arbitrator that the penalty and the charge were allowed to 
stand and must be regarded as having been accepted. It follows, 
then, that it was improper for the company to reopen the case 
by discharging the grievant . . . for the same unexcused ab- 
sence for which discipline had already been imposed and ac- 
cepted.” 


NOTE: This award does not indicate how other arbitrators might rule in 
in apparently similar case. Arbitrators do not follow precedents. Each 
decision is based on the particular history, contract, testimony, and other 
facts involved. 
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Basic publications for supervisors . . . 


ee, LEADERSHIP ON THE JOB: 


— Guides to Good Supervision 


h LEADERSHIP 


THE AMA’s basic handbook for all who supervise 
ON others. A practical guide reflecting the latest tech- 
JOB niques of leadership, communication, and human 
relations, LEADERSHIP ON THE Jos brings together 
selected articles from Supervisory Management. 
Over 40 chapters on communication, personnel 
selection and development, employee attitudes, 
union-management relations, special personnel 
problems, etc., have been edited by the staff of 
Supervisory Management to provide a useful hand- 
book for supervisory development. Quantity dis- 


counts available. 


$6.00 (AMA members: $4.00) 


EFFECTIVE COMMUNICATION 
ON THE JOB 


Now reprinted in a new format, this comprehen 
sive handbook offers workable solutions to prob 
lems of employee communication. Designed to 
give all managers a real understanding of on-the- 
job communication, the book shows how to con 
duct effective meetings and conferences, how to 
deal with rumors, grievances, and complaints. how 
to counsel on job performance, etc. Every aspect 
ot employee communication is discussed in specific 
and realistic terms, and practical ways of insuring 
better communication are stressed in every chap- 


ter. Fourth printing. 


$5.50 (AMA members: $4.50) 


Order from DEPARTMENT SJ, AMERICAN MANAGEMENT ASSOCIATION, 1515 Broadway, New 
York 36, New York. 

AMA will pay normal postage and handling charges on all orders accompanied by check or money 
order. Orders under $5.00 should be accompanied by remittance. Orders of $5.00 or more, unless 


accompanied by remittance, will be billed for postage and handling charges. Add 3% sales tax for 
orders to be delivered in New York City. 


from AMA‘s Management Bookshelf 
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